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where does wall street begin ? 


here’s only one answer to 
that, any New Yorker will 
tell you. Wall Street begins at 
lower Broadway directly across 


from old Trinity Church. 


But to many an out-of-town 
banker, Wall Street, with all the 
financial facilities and services 
its name suggests, begins with a 
telephone call, a wire or a letter 


to the Chase National Bank.* 


One of the most convenient 
of Chase’s Wall Street services 


for out-of-town banks is the 
handling of security transac- 
tions—deliveries, receipts, pay- 
ments, transfers, registrations— 
all the exacting details con- 
nected with purchases and sales. 

And one of Chase’s most valu- 
able services for correspondents 
is the study and analysis of a 
bank’s own investment port- 
folio. By mail or in personal 
consultation Chase will ap- 
praise a correspondent’s hold- 
ings of U. S. Government and 


* Chase stands first in relationships with other banks throughout the country. Almost half of 
the U.S. banks which maintain New Y ork banking connections have selected the Chase National. 
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other securities and submit spe- 
cific suggestions and recom- 


mendations. 


When you need “Wall Street” 
services why don’t you talk to the 
people at Chase? 


THE 


Chase 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 





The IAS STUDENT 





Particutasty in the field of adult education, a 
school is dependent for its good name upon the 
accomplishments of its students. 


® We are proud of the continuing success of thou- 
sands of IAS students both in business and in pub- 
lic accounting practice. The chief purpose of this 
message is to acknowledge their achievements* 
with respect and appreciation. 


@ IAS students in general are exceptionally well 
qualified to pursue effectively a study program de- 
signed for adult education. They are mature; a 
recent survey showed an age range of 18 to 59, 
an average of 31 years. Most are married and 
hold responsible office jobs. 


@ Many are college graduates; 7,516 college 
graduates enrolled with IAS during the five years 
1949-53. 


@ The very fact that a man has completed a com- 
prehensive home-study course indicates ambition, 
self-reliance, willingness to work hard, and self- 
discipline. Sincerity of purpose is clearly demon- 
strated in that each student pays his own fee. 


® Qualities like these are not common today. That 
IAS men and women students possess them to a 
marked degree helps to explain why so many of 
our former students are found among the leading 
accountants throughout the United States and 





Canada. 


* For one example, more than 2,200 of those who passed 
CPA examinations during the five years 1949-53 had 
obtained allor apart of their accounting training from LAS. 


The school’s 24-page catalogue, S 
1954 edition, is available free 
upon request. Address your card 


or letter to the Secretary, IAS.... INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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ORDER-INVOICE SYSTEM 
Saves $12,000 A Year 
Cuts employee turnover 


to minimum 
Paint Sprayer Mfr.* 


PURCHASE-RECEIVING 
SYSTEM 
Saves time, $50,000 Yearly 


Aircraft Mfgr.* 


PRETTIEST PROFIT 
PICTURES you've ever 
seen... thanks to 


DITTO. 


One-Writing Systems 


Investigate the DITTO one-writing 
systems for your company and soon 
you will stop pouring profits into paper 
work. 

With the DITTO principle you write 
one master copy and reproduce all other 
copies from it. Eliminates retyping, 
proofreading, human errors. Cut pay- 
rolls. Make as few or as many copies as 
you want (cut stationery costs) of 
almost anything you want (no printer 
to pay). 

Get profits in your pocket. Check 
the coupon for the system that most 
interests you. 


*Write for these cost and efficiency studies or in 
others in your field. 


PARTS ASSEMBLY SYSTEM 


Eliminates Errors 
Saves $8,190 Yearly 


Dictating Machine Mfr.* 


DITTO METHOD EASILY SOLVES 
COMPLICATED AUTOMOBILE 
POLICY ISSUANCE SYSTEM 

Saves $108,500 Annually 


insurance Co.* 
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Gentlemen: 


Please send me information on the DITTO 
one-writing systems for 


Order-Invoice 0) Back Orders 0 Acct’s Rec. 0 
Pencil Orders 0 Parts Assembly 0 
Production Orders QO Purchase Receiving 0 
PayrollO Insurance O Hospitals O 

Consumer Loan 0 


COMPANY 
NAME 
ADDRESS 


CITY. STATE 


DITTO, INC., 2236 W. Harrison St., Chicago, 12, Ill. 
in Canada: DITVO of Canada, Ltd., Toronto, Ontario 

















MR. GILDENHAR’S LETTER 


In the June issue of THE CONTROLLER we 
ran a letter as follows: 


Editors, THE CONTROLLER: 

I am interested in exploring the com- 
parative merits of profit planning by es- 
tablishing a return on total assets used in 
the business as against a return on sales 
dollars. If any of your readers could help 
me, I'd appreciate it. 


R. C. GILDENHAR 

Chief Accountant 

National Automatic Tool Company, Inc. 
Richmond, Indiana 


with a footnote that “if any reader writes to 
Mr. Gildenhar, we would greatly appre- 
ciate a carbon copy and permission to adapt 
the subject matter to form an article that 
may be of interest to others seeking the same 


type of information.” While no reader has 
yet come forth with material enough to 
make an article, we are publishing excerpts 
from letters sent to Mr. Gildenhar re related 


reading. 
. —T he Editors 


. . . refer you to a book entitled ‘‘Capi- 
tal Yield Reports’ authored and published 
by Reuben S. Oliver, 303 Marshallville 
Road, Tuckahoe, N. J. It cost $10.00, 
when I obtained my copy from Mr. Oliver 
in 1951. I recommend this to you very 
highly, as the most comprehensive discus- 
sion, and in fact the only treatise on the 
subject of profit in respect to yield on cap- 
ital investment which I have happened to 
find. It may not fully answer your ques- 
tions but I believe it will help. 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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I very greatly hope that THE CONTROL- 
LER will be afforded the privilege of pub- 
lishing the net results of your inquiry and 
your ultimate conclusions. 


ROBERT J. ARTHUR 
Controller 

Utility Appliance Corp. 
Los Angeles, Calif. 


. I can refer you to an article concern- 
ing profit planning based on return on 
total assets used in the business as against 
a return on sales dollars. Quite coinciden- 
tally, I read the article only a short while 
before noticing your letter in THE CoNn- 
TROLLER. 

The article is “Return on Investment— 
a Guide to Management Decisions” by 
Russell B. Read in the June issue of the 
NACA Bulletin, pp. 1231-1244. (Ob- 
tainable from the National Association of 
Cost Accountants, 505 Park Avenue, New 
York 22, N. Y.—nonmember price for 
single issue, 75 cents.) 

I particularly noticed the article and 
your letter because I have always tried to 
keep my clients cognizant of the relative 
values of different ways of employing 
their capital. 


HENRY J. SEBASTIAN 
Certified Public Accountant 
San Antonio, Texas 

& 


. . . The Armstrong Cork Company has 
been using this method of analyzing and 
controlling results for the past three years. 
You are probably aware of the well-known 
chart system of E. I. du Pont de Nemours 
which was the original development of 
this type of reporting. 

I wrote a paper on the subject which 
was printed in a recent Bulletin of the Na- 
tional Association of Cost Accountants. A 
copy of the article ‘Return on Capital Em- 
ployed—A Measure of Management’’ as 
published in the February 1954 issue is 
enclosed. It is possible this may be of some 
help to you. 


FRED J. MUTH 
Assistant Controller 
Armstrong Cork Company 
Lancaster, Pa. 

« 


. . . 1 suspect you have already heard 
from other readers in answer to your in- 
quiry on page 263 of the June 1954 issue 
of THE CONTROLLER, but on the chance 
that I may be of help, I refer you to the 
du Pont system for appraising operating 
performance. This system is very clearly 
described in the NACA Bulletin, Sec- 
tion 3, issued in August 1952 (Volume 
XXXIII, No. 12). 


E. A. TRANTER 
Controller 

Line Material Company 
Milwaukee, Wis. 
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The man who stole 9 tons of codfish ! 
(AND OTHER ODD CRIMES ) by Mr Friendly 


false eyelashes — can be stolen. And because employers are 
prone to overlook unusual sources of loss, American Mutual 
has prepared a new 70-page book that shows you how to 
enjoy complete protection against even the cleverest thieves! 


E was a trusted employee . .. and so he was able to swipe 
9 tons of salt codfish before anyone knew how fishy 
he really was. 

Another hard worker removed $200,000 worth of solder 
from his company without charging overtime! 

One ambitious fellow stole imperfect toothbrush handles, 
which he ground back to the original powder state and sold 
to competitors! 

Reminds us of the story of the thief who went around 
trying to dispose of a “hot” ferryboat! 

The point is... practically anything — from elephants to 


AMERIOAN MUTUAL 


Service from salaried representatives in 78 offices! 
Savings from regular substantial dividends! 
©1954, AMERICAN MUTUAL LIABILITY INGURANCE COMPANY 


Send for your copy of new 

EF illustrated book entitled, 

“Crime Loss Control.” An 

easy education in crime protection, it tells 

you how to close all loopholes against pos- 

sible loss. It may help save you anything 

from a hundred dollars to a hundred thou- 

sand. Unfortunately, there are only a limited 

number of copies. And since our book could 

only be helpful to executives dealing in com- 

pany finances, forgive us for asking you to request your free 
copy on executive stationery of recognized companies. Write 
today to... American Mutual Liability Insurance Company, 


Department C-4, 142 Berkeley Street, Boston 16, Mass. 
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THE CONTROLLER GETS AROUND 


Editors, THE CONTROLLER: 

When we held the Foreign Periodical 
Show in Tokyo, Osaka and Fukuoka last 
Fall as one of our major annual events we 
appreciated your full cooperation and as- 
sistance rendered to us by forwarding your 
sample copies of THE CONTROLLER. 

We believe you are, of course, one of 
the most publishers that have enjoyed the 
harvest from participation of the Show in 
the form of increased number of orders. 

Unfortunately, if you should not be 
please do not be disappointed ; here is an- 
other chance welcoming you. 

We are glad to announce that the show 
for this year is scheduled to take place in 
the coming October for one week at the 
same place as last year, namely the Bridge- 
stone Gallery in Tokyo; Sankei Newspa- 

t Building in Osaka; and Kyushu Shin- 
tee Bldg. in Fukuoka. 

We anticipate some two thousand copies 
of periodicals including newspapers in the 
fields of natural & social sciences, tech- 
nology, medicine, arts, fashion, literature 
and general reviews will come from Amer- 
ica, Britain, France, Germany, Switzerland 
and many other European countries to be 
displayed as they did last year. 

As we are sure you will not want to fail 
taking advantage of the Show in order to 
publicize your periodicals and promote the 
sale of them in Japan, we cordially invite 


THE CONTROLLER 


Forthcoming Features 


IN THE CONTROLLER 


%& THE PLANNING AND CONTROL CONCEPT 


%& THE CONTINUOUS INVENTORY 





you to send a copy of each of your period- 
icals to our main office in Tokyo as well 
as the Osaka branch the address of which 
is shown above with information on sub- 
scription rate and trade discount, if ap- 
plicable. 

For your information our Foreign Peri- 
odical Show is getting popular year after 
year, receiving publicity in the journalism 
and is expected to have more than 14,000 
spectators at least in total number which 
we enjoyed last year. 

However, it can not be attained without 
your cooperation which is vital to make 
the coming show another success. 

We do hope we shall be able to be fa- 
vored with your full cooperation this time 
too. 


TouRU KuRODA 

President 

Overseas Publications, Limited 
Tokyo, Japan 

“| WAS APPALLED .. .” 
Editors, THE CONTROLLER: 

I am not a morbid reader of the obitu- 
ary columns; I do glance over that column 
in the monthly issues of THE CONTROL- 
LER. In reading the June 1954 issue, I was 
appalled by the large number listed and a 
quick averaging showed that controllers 
die entirely too young, the average age of 
the nine listed being 59, including one 
who had the good fortune of living ten 
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years longer than the proverbial ‘‘three 
score years and ten.” 

It would be interesting if some statis- 
tics were compiled. The heavy responsi- 
bility carried by financial officers warrants 
some investigation if the average is at var- 
iance with statistics compiled for other 
executive occupations. It ought to be in- 
teresting to all of us. 


C. A. LINDER 

Vice President and Treasurer 
Booth Fisheries Corporation 
Chicago, Ill. 


The controller of one of the major life in- 
suvance companies reported, at our request, 
that controllers “are all recognized as being 
normal risks, and we certainly have not con- 
sidered rating them up on account of their 
occupation. My impression is that the con- 
troller’s expectancy may be considered nor- 
mal.” 

A check of our obituary columns for 12 
issues (July 1953 through June 1954) indi- 
cates that 44 deaths were reported, with the 
average age at death of 59.09 years. When 
this was subsequently reported to Mr. Lin- 
der, he responded that “tecent publicity on 
longevity indicates approximately 68 years 
for the male of the species and 71 years for 
the female. If your 12-month average is 
anywhere indicative of controllers, then 
maybe we should be in the same classifica- 
tion as policemen, firemen, and steeple jacks 
—and without the attendant glamour re- 
lated to the foregoing occupations.” 


—The Editors 
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BUSINESS IN 
WASHINGTON 


Executives prefer the Sheraton- 
Carlton in the heart of diplomatic 


Washington . , . only moments 
from the White House, government 
agencies, the financial, district and 
better shops and theatres. 


SQueraton-Cartron 


Horet 


16TH & K STS. N.W. 
<, WASHINGTON 6, D. C. 
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Topical Law 
Reports 


No matter what your interests, no matter what your responsibilities may be, if they concern 
taxation and business law, you will find them well served, effectively and continuingly, 
by one or more of the great family of CCH TOPICAL LAW REPORTS. 


Hour after hour, and day after day, telegraph, telephone, teletype, and fast mail pour 
a steady stream of new laws, amendments, regulations, rulings, decisions, and the like, into 


the editorial offices of Commerce Clearing House. 


Hour by hour, day after day, this vital news, this important factual information, trans- 
formed into efficient working tools, is rushed into the hands of subscribers all over the 


country through pertinent issues of the more than one hundred fifty CCH Reports. 


Thus, Commerce Clearing House Topical Law Reports, by consistently meeting specific 
business and professional needs everywhere, have established a recognized symbol. For 


everywhere now the initials “CCH” mean speed, dependability, and completeness. 





Note Breadth and Depth of Reporting: 


@ TAXES 


All-State Sales Tax Reports 


Canadian Tax Reports 


Capital Changes Reports (Sinclair-Murray) 
Code and Regulations (Federal) 


Dominion Tax Cases 
Federal Tax Course 


Federal Tax Guide Reports 


Labor Law Course 

Labor Law Guide — Federal 
Labor Law Reports 

SOCIAL SECURITY 

Railroad Retirement Reports 
Unemployment Insurance Reports 


BUSINESS 


Inheritance, Estate & Gift Tax Reports 


Payroll Tax Guide 


Standard Federal Tax Reports 
State Tax Cases Reports 


State Tax Guide 


State Tax Reports (in 49 Units) 


Tax Court Reports 
BANKING 


Federal Banking Law Reports 


Stock Transfer Guide 


Trust & Estate Law Reports 


SECURITIES 
Blue Sky Law Reports 


Federal Securities Law Reports 


INSURANCE 


Business & Estate Insurance Reports 


Accountancy Law Reports 

Aviation Law Reports 

Bankruptcy Law Reports 
Conditional Sale — Chattel Mortgage Reports 
Dominion Companies Law Reports 
Dominion Reports Service 

Federal Carriers Reports 

Food Drug Cosmetic Law Reports 
Government Contracts Reports 
Legal Periodical Digest 

Liquor Control Law Reports 

New York Corporation Law Reports 
Pension Plan Guide 

State Motor Carrier Guide 

Trade Regulation Reports 

U. S. Supreme Court Bulletin 





Canadian Insurance Law Reports 
Insurance Law Reports 
Workmen’s Compensation Law Reports 


@ LABOR 


Canadian Labour Law Reports 


Utilities Law Reports 


LEGISLATION 

Advance Session Laws 
Congressional Index 

Congressional Legislative Reporting 


Write for details of reporting in your field. 
COMMERCE, CLEARING, HOUSE, INC.. 





PUBLISHERS OF TOPICAL LAW REPORTS 


522 Firrn Ave. 
New Yor« 36 


214 N. MICHIGAN Ave. 


1329 E Srreer. N. W. 
WASHINGTON 4 
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SENSIMATIC ‘50° 
MAKES HISTORY! 


a 


Burroughs Sensimatic “50” 
a full-size accounting machine 


at a new low cost 


The sensational new Burroughs Sensi- 
matic thrifty “50” accounting machine at 
its amazingly low price is big news in the 
field . . . real headline news for businesses 
large and small. 


The Sensimatic “50” is an outstanding 
addition to the Burroughs Sensimatic 
family . . . a full-size fully automatic 
accounting machine. 


Never before has such a machine been 
offered at a comparable price. And you 
save every day on ledger and statement 
form costs with the Sensimatic ‘‘50.” 
Extra savings are yours, too, because it’s 
so easy to operate that beginners quickly 
become expert. See it! Try it! Call your 
nearest Burroughs branch or write 
Burroughs Corporation, Detroit 32, Mich. 








Something New to Worry About 

Corporate controllers and financial officers, concerned 
with the application of electronics to office and plant opera- 
tions, should take heed of a recent epidemic of strange hap- 
penings aboard the British aircraft carrier H.M.S. Eagle. 

According to a recent account in Scientific American, all of 
a sudden, busy machines mysteriously fell silent. Electroni- 
cally controlled guns refused to move. Automatic sprinklers 
suddenly went off and sprayed the planes on the ship without 
apparent cause. 

Investigation revealed that the crew of H.M.S. Eagle felt 
that they were being crowded by electronic gadgets and, by 
way of protest, began hazing the mechanical brains. Here 
and there, a vacuum tube was extracted—and H.MLS. Eagle 
was rendered hors de combat. 

The press subsequently reported that electronic gadgets, 
radar sets, automatic control devices, etc., took so much 
room that the crew had been forced to sling its hammocks 
in odd corners and queue up for an hour to get a meal, in 
addition to suffering the rationing of water because machines 
had replaced some of the storage tanks. 

We look forward (but with no pleasure in the anticipa- 
tion) to the first report of revolt in the mechanized office. 


The Good NEW Days 

A recent report of the National Bureau of Economic Re- 
search points out that there has been a steady climb in the 
average family’s dollar income over the past eight decades. 
Not only do families now enjoy a greater dollar income, but 
actual purchasing power has also improved steadily. The 
Bureau’s report places average family income for 1953 at 
above $5,000 which is a fourfold increase from that of 80 
years ago. In addition, the average real income per person has 
improved 1.9 per cent a year over this 80-year period. 

Discussing this rate of expansion, the Bureau’s director 
of research, Dr. Solomon Fabricant, declares that it has had 
“little precedent or parallel in any other age or nation.” 

Dr. Fabricant, who recently succeeded Dr. Arthur F. 
Burns when the latter was appointed chairman of the Coun- 
cil of Economic Advisers to President Eisenhower, states that 
“there may have been more rapid increases in other nations 
for shorter periods, but in the United States, a still higher 
rate of increase can be found during some periods comprised 
within the 80 years.” 

If this growth rate continues for the next 80 years, our 
grandchildren will be enjoying an average family income of 
about $25,000 at 1953 purchasing power, which is, accord- 





ing to Dr. Fabricant, ‘a level now attained by the top one 
per cent or so of the nation’s families.” 


Of State Tax Problems 


Discussing the burden of state and local taxation in the 


E inaugural issue of the Journal of Taxation (June 1954 1s- 


sue), Joseph S. Martel of McKesson & Robbins, Inc. points 
out that the $2.7 billion reduction in federal spending this 
year will be offset by an increase of $2.6 billion in state and 
local spending. This estimate indicates a total government 
spending of $103 billion, of which the state and local gov- 
ernments will spend $30.5 billion, or almost 30 per cent. 
Back in 1946, Mr. Martel notes, the state and local spending 
amounted to $11.2 billion, which means an increase of more 
than two and one half times in eight years. 

Since state and local taxes constitute ‘‘a burden upon busi- 
ness all out of proportion to the dollar amounts involved, 
and a major expense item in the conduct of business,”’ the 
pertinence of the study recently released by Controllership 
Foundation, Inc., research arm of Controllers Institute, is 
emphasized. Entitled ‘‘Apportionment and Allocation For- 
mulae and Factors Used by States in Levying Taxes Based on 
or Measured by Net Income of Manufacturing, Distribu- 
tive and Extractive Corporations,” the study makes a conven- 
ient, comparative general analysis of available facts about 
apportionment and allocation factors. The study makes no 
recommendations on the basis of the facts presented, appro- 
priately leaving that to the national Committee on State and 
Local Taxation of Controllers Institute, at whose request 
the study was undertaken by Controllership Foundation. 

Albert H. Cohen, C.P.A. and tax specialist, who did the 
research and analysis, and also wrote the report published by 
the Foundation, presented his views of the problem in our 
May 1954 issue in the article entitled “Apportionment Con- 
flicts in State Taxation.’” He declared that “the problem is 
one which must be studied carefully, so that the disadvan- 
tages and hardships which are inherent in the present system 
may be removed. A new, more consistent structure of law 
must be adopted which will be equitable to both taxpayers 
and to taxing jurisdictions, and which will not too seriously 
disrupt the distribution of tax revenues among those states 
to which corporate taxes levied on or measured by net income 
have become an important source of funds.” 


“Value Added” 

According to Al N. Seares, vice president of Remington 
Rand, Inc., the value of executives rose abruptly as of Jan- 
uary 1, 1954 for all companies which had been penalized 
by the excess profits tax. He points out that since ‘‘those 
companies are now able to retain 48¢ per dollar of top- 
bracket profit versus only 18¢ last year, this means that ex- 
ecutive decisions are worth 30¢ more per dollar in the profit 
column. Percentagewise, this is an increase of 16%.” 

Therefore, dear reader, if you have during recent months 
felt yourself to be more valuable than ever before, be you 
untroubled. —PAUL HAASE 
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The Thinking Machine of American Business 


Who's cutting costs 
with Friden 
figure-thinking 


Everywhere in business you find Fridens. Because 
the Friden performs more steps in figure-work 
without operator decisions than any other calculating 
machine ever developed. Each automatic Friden 
decision reduces business overhead costs by saving 
human time. It’s likely your business can’t afford 
NOT to own a Friden. See what you think when you 
see the Friden figure-think. Call in your nearby 
Friden Man and watch a demonstration! Friden sales, 
instruction and service available throughout the U.S. 
and the world. FRIDEN CALCULATING MACHINE CO., INC., 
San Leandro, California. 


© Friden Calculating Machine Co., Inc. 
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Motor Frwight companies ... maintain 
hour-by-hour control of costs with the fully auto- 
matic Friden Calculator. Exclusive decision- 
making Friden features speed prorating of freight 
charges and the figuring of tariff computation, bills 
of lading, loading performance, payrolls. Special- 
ized or complex figuring is easy on the Friden! 





Banks ... compute savings account interest 


swiftly and with unvarying accuracy on the fully 
automatic Friden Calculator, also figure average 
daily balances, foreign exchange, average daily 
float, amortization, account costs, interest on notes, 
mortgages, small loans, etc: No special operator 
training is needed on the Friden! 





... pace and regu- 

late operations with the fully automatic Friden 
Calculator. Typical Friden jobs: Volume reduc- 
tions to 60°F. using new ASTM-IP factors; 
making BS&W deductions; converting 
pounds to gallons, gallons to barrels, 

barrels to long tons, U.S. gallons to Im- 

perial gallons. The Friden is vital to top 

efficiency in all industry, all business! 


Friden builds calculators 
in a wide price range, 
in every size, 
for every figuring need 











Better Management Controls 


Through Direct Costing 


W. R. Wright 


HAT MODEL CAR DO YOU DRIVE ? You 

can answer that question without the 
least hesitation because you are conscious 
of the improvements that have been made 
as new models have been introduced. But 
you probably can’t tell what model cost 
system you are using. While few would 
consider driving a 1930 model car, many 
are content to struggle along with a 1930 
or even a 1910 model cost system! 

A review of the development of cost 
systems will help you to determine what 
model you are operating. 

1910 Model (Actual Costs )—-This was 
the system developed by John Gough in 
1850 and refined by the work of Frederick 
Taylor and his associates. It was entirely 
a system of post mortems. 

1920 Model (Standard Costs )—Har- 
rington Emerson first suggested that costs 
should be stated in terms of what they 
ought to be and that variances therefrom 
should be set forth in terms of executive 
responsibility. However G. Charter Har- 
rison is generally given credit for instal- 
ling the first Standard Cost System that 
implemented this concept. 

1930 Model (Standard Costs with Flex- 
ible Budgets )—Harrison’s system was 
based on ratios and did not sift out the 
effect of volume changes. Thus the state- 
ment of variances in terms of executive 
responsibility was always confused by the 
unknown volume factor. Ralph E. Case 
and a group of Westinghouse engineers 
developed the flexible budget as a means 
of using standard cost variances for pay- 
ment of the Westinghouse Key Man Bo- 
nus. The flexible budget was tied into 
the standard cost system by means of 
“Volume Variances.” 

1940 Model (Standard Costs with 
“P/V” Analysis)—The “P/V” (Profit/ 
Volume) technique for profit planning 
was developed by C. S. Carney and was 
used on a statistical basis in conjunction 
with Standard Costs and Flexible Budgets. 


1950 Model ( Basic Costs )—Since 1936 
Jonathan Harris had been advocating “‘di- 
rect costing’ as a means of eliminating 
the confusion in costs due to volume 
changes; and the distortion of the P & L 
due to carrying fixed charges in inventory. 
The integration of direct costing with 
standard costs, flexible budgets and 
“P/V” is known as “Basic Costs.” This 
is the latest model! 

Better management controls are secured 
through direct costing because it sweeps 
away the confusion and distortion due to 
volume variances. “P/V” (Profit/Vol- 
ume) control data are a part of the regu- 
lar financial statements and, with basic 
costs, all the control features of the flex- 
ible budget system are retained. 

The mechanics of basic cost accounting 
are illustrated by Figure 1. Cost centers 
are set up in terms of executive responsi- 
bility so that variances from standard are 
shown by responsibility. Constant and var- 
iable costs are kept separate ; constant costs 
being charged to P & L as a period charge 
while only variable (direct) costs are car- 
ried in inventory. Thus profit planning 


and policy decisions are kept in simple 
terms. 

Basic cost accounting (direct costing) 
avoids distortion of operating results when 
volume changes. For example, in Figure 
2, using the same operating data, net op- 
erating profit is figured by the conven- 
tional ‘‘whole cost’ method and by the 
basic or ‘‘direct’” cost method. It can be 
seen that while sales are up 50 per cent 
in the second period, and prices and costs 
are the same, conventional accounting 
shows a drop in profits due to carrying 
constant costs in inventory. Explanations 
of volume variances to nonaccounting ex- 
ecutives are of little avail; it doesn’t make 
sense to them. Results shown by basic 
costs are logical and require no such ex- 
planations. 

The “P/V” (Profit/Volume) _ tech- 
nique, mentioned above, is an integral 
part of the system. This technique has been 
found to help management in analyzing 
profit structure and in developing sound 
profit plans. 

The foundation of the “P/V” tech- 
nique is the “P/V” Chart. This chart is 


W. R. WRIGHT was graduated from the University of 
Michigan, class of 1929, Mechanical and Industrial Engi- 
neering, a five-year course which included a complete me- 
chanical engineering course plus a year of business admin- 
istration. After a brief period as an independent consult- 
ant in management engineering, headquarters in Baltimore, 
he joined Stevenson, Jordan & Harrison, Inc., New York, 
in 1933. He became a partner in 1947. During this period 
he has been in responsible charge of installations involv- 
ing practically every phase of management engineering. 
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constructed by plotting operating profit 
(or loss) against net sales for a number 
of periods. A line drawn through these 
points is the profit path. Figure 3 shows 
a typical “P/V” Chart. The point at which 
the profit path crosses the loss scale at 
zero sales volume is $75,000. This repre- 
sents the total constant cost (depreciation, 
supervision, rent, etc.). The sales volume 
at which the line crosses the zero loss scale 
is $375,000 which is the break-even point. 
The slope of the line is the “P/V"’ ratio 
and is 75 + 375 = 20%. This means 
that, on the'average, each sales dollar pro- 
vides a profit contribution of 20 cents to 
pay for the constant costs up to the break- 
even point and then provides a profit at 
the same rate. 

The “P/V” ratio is a most effective 
management tool for measuring profita- 
bility. The higher the “P/V” ratio, the 
more rapidly a given volume of sales will 
cover constant expenses and provide a net 
profit. Therefore, with a going company, 
regardless of the theoretical “fixed ; 
charges, the products that provide the 
highest “P/V” ratios, are the ones that 
produce the most profit. 


EXAMPLE: 
Which product would you push ? 
Product A Product B 

Sales Price $1.00 $1.00 
Manufacturing Cost 

Variable $.40 $.30 

Fixed 30 70 50 80 
GROSS PROFIT $ .30 $ .20 

30% 20% 


Conventional “whole cost’’ accountants 
would tell you to push Product A because 
it provides the higher gross profit. “P/V” 
analysis shows the fallacy of this! 


Product A Product B 
Sales Price $1.00 $1.00 
Variable Cost 40 .30 
Profit Contribution $ .60 $ .70 
“p/v" 60% 70% 


To demonstrate that pushing Product 
B would result in a higher profit, compare 
the following actions: 














Pushing Pushing 
Product A Product B 
Sales (in Units) Units Units 
Product A 100,000 10,000 
Product B 10,000 100,000 
110,000 110,000 
Sales (in Dollars) 
Product A $100,000 $ 10,000 
Product B 10,000 100,000 
Total Sales $110,000 $110,000 
Variable Cost 
Product A $ 40,000 $ 4,000 
Product B 3,000 30,000 
Total Variable Cost $ 43,000 $ 34,000 
Profit Contribution $ 67,000 $ 76,000 
Constant Costs 50,000 50,000 
NET OPERATING PROFIT $ 17,000 $ 26,000 


Thus it can be seen that pushing the 












































OPERATING DATA lst YEAR 2nND YEAR 
Sales - Units 2,000 3,000 
Production - Units 4,000 1,000 
Sales Price per Unit $ 10 $ 10 
Variable Cost per Unit $ 5 $ 5 
Constant Manufacturing Expenses $12,000 $12,000 
Constant Mfg. Cost per Unit (Std,) $ 3 $ 3 
Constant Selling & Administrative $ 2,000 $ 2,000 
CONVENTIONAL P & L lst YEAR 2ND YEAR 
Sales @ $10 $20,000 $30,000 
Cost of Sales -— Standard @ $8 16,000 24,000 
Unabsorbed Burden - 9,000 
GROSS PROFIT $ 4,000 ($ 3,000) 
Selling & Administrative 2,000 2,000 
NET OPERATING PROFIT $ 2,000 ($ 5,000) 
"BASIC"COST P &L 1ST YEAR 2N0 YEAR 
Sales @ $10 $20, 000 $30,000 
Variable Cost of Sales @ $5 10,000 15,000 
Basic Margin 10,000 15,000 
Constant Manufacturing 12,000 12,000 
Constant Selling & Administrative 2,000 2,000 
NET OPERATING PROFIT ($ 4,000) $ 1,000 
FIGURE 2 
bw ang THE PROFIT/VOLUME CHART 
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product with the higher “P/V” produces 
more net profit. 

The “P/V” technique not only provides 
the basis of profit planning and selective 
selling, but it provides simple answers to 
complex pricing problems. Comparison 
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with industrial normals and long-term 
trends also provides a sound measure of 
the basic strength of a company. 


Finally the operating Profit and Loss 


statement is set up in terms of “P/V” re- 
(Continued on page 392) 
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The Gap Between the Electronics Engineer 


and the Accountant 


Paul Kircher 


HESE are frustrating days for control- 
a ic A major change in the type of 
equipment used in the office and, further- 
more, changes in the whole system of plan- 
ning and control apparently are just 
around the corner. 

Electronic computers are to take over 
some or a great many repetitive routines. 
Recording, computation, transmission and 
reproduction of data will be affected. The 
speed of operation will permit, for the 
first time, the use of advanced mathemati- 
cal and statistical techniques for analysis of 
business data. 

We are fairly sure the changes are com- 
ing. But what should we do to prepare 
ourselves to use the new equipment and 
techniques ? 

What changes in our various procedures 
will this new tool enable us, or ace us, to 
make? How much should we budget for 
the changeover? Should we operate two 
systems, the old and the new, side by side 
for a time in order to ensure availability of 
our necessary operating records and re- 
ports ? Where shall we find new personnel 
to operate the system? How can we train 
our own people to be ready to use the new 
machines when we install them? Will the 
results of the new system be acceptable to 
management, operating personnel, audi- 


tors, tax authorities, and all the other 
groups that now come in contact with the 
present accounting system? What must be 
done, if anything, to prepare them for the 
change ? 

Accountants are definitely interested in 
the answer to these and similar questions. 
But the sum and substance of most of the 
discussions could be put in three short 
sentences: 


1. ‘There's a great day coming!” 

2. “A lot of study will be needed before 
the machines can be introduced.” 

3. “Don’t be too concerned. Accounting 
theory will remain the same.” 


Following this we have read in maga- 
zines of a few actual installations, such as 
the order tally at John Plain, the inventory 
computers at Hudson's and Altman's, the 
bid-and-asked recorder at the Toronto 
Stock Exchange, and the American Air- 
lines reservation system.! We are told that 
a UNIVAC at General Electric's Louisville 
plant ‘will process pay roll, keep records 
for cost and general accounting, and, even- 
tually, will help schedule production and 
perform sales analysis. Further, that 
studies leading to installations are under 
way at many other firms—names such as 
Metropolitan Life, Ford, Chrysler, Bank 
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of America and Monsanto Chemical are 
mentioned. 

Our curiosity thus aroused, we seek fur- 
ther details by making inquiries directed at 
computer experts. We learn that com- 
puters are very, very complicated machines. 
Only the experts understand how they 
work. We are informed that these new 
tools differ from punch card machines in a 
number of ways: 


1. The larger computers can perform a se- 
ries of processing steps automatically, 
so that many intermediate clerical op- 
erations can be eliminated. 

. The machines can make all the compu- 
tations that present accounting ma- 
chines can make, and they can perform 
many other cperations, such as the com- 
parison of two numbers and choice of 
the larger, the rounding off of num- 
bers, even the solution of differential 
equations. As a result the machines can 
undertake many tasks never before 
mechanized. 

. If properly instructed, computers can 
handle all the exceptional cases which 
are now performed by hand during the 
processing of large runs of data. 

4. Computers come in various sizes. The 
smaller ones are less flexible, less 
adaptable to changing routines. Some 
of them can only add and subtract, 
using simple keyboards to put informa- 
tion into the machines. There are gra- 
dations of ability up to the giants which 
read-in data from magnetic tapes and 
perform thousands of computations per 
second. 

. Operating electronically, all the com- 
puters are relatively much faster than 
their mechanical counterparts. 

. Finally, a computer as such is only the 
heart of a data-processing system. The 
whole range of data recording, trans- 
mitting, storing, and reporting can be 
handled by new and vastly different 
electronic techniques. 


It seems evident enough that something 
important is in the wind. But what shall 















we do to prepare ourselves for the use of 
these rather fantastic new tools ? 

Before we buy and install electronic sys- 
tems, we must know their abilities and 
their requirements.? For this we turn to 
our friends, the electronic engineers. 

At the moment, controllers and elec- 
tronic engineers would seem to have simi- 
lar objectives. If these machines are indeed 
so useful, both groups are interested in 
hastening the day of installation. Yet it 
seems apparent that with a few exceptions 
there is a serious lack of communication 
between the two parties. 


WHY SHOULD THIS GAP EXIST? 
There are a number of reasons: 


1. Early electronic computers were de- 
signed to do mathematical work. The 
designs have been altered considerably 
in order to be suitable for accounting 
applications. Where mathematics gen- 
erally calls for relatively few inputs, 
modest internal memory for storage of 
data, few printed outputs, but lengthy 
calculation sequences, the accounting 
demand is almost the reverse. In ac- 
counting there is a large volume of data 
to be processed, but most of the com- 
putations involve simple addition or 
subtraction. Therefore, engineering in- 
genuity has been concentrated on the 
problems of getting more input, more 
output, and much more storage. 

2. When the electronics engineer ap- 
proached the accountants for help in 
designing a business computer, he 
found that they did not think in the 
same way he did. The accountants 
could not specify what they wanted in 
a manner that the engineer could inter- 
pret; accountants are not accustomed to 
defining their problems in terms of so 
many thousand bits of information to 
be delivered at such and such points at 
such and such rates, and so on. 

3. There is a language barrier. The ac- 
countant talks in terms of debits and 
credits, of periodic closings, of fixed 
and current assets. The engineer speaks 
of tapes, inputs, drums, electrostatic 
memories on cathode ray tubes, mag- 
netic cores, Boolean logic system, pro- 
gramming, and so on. Both groups go 
on to build complicated patterns of 
thinking, in which the outsider is soon 
lost. 


Difficulties that arise because of this gap 
are not hard to find in current business ex- 
perience. A number of companies, without 
sufficient study of their problems, have or- 
dered computers, especially of the smaller 
“special purpose” kind. Some have found 
that when installed the abilities of the ma- 
chines were not suited to the demands of 
the situation. 

Another aspect of the situation will also 
become troublesome unless the gap be- 
tween the accountant and the engineer is 
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“After all the money the company spent for that electric brain, 
you'd think Parker would trust it a bit more!” 


closed. Neither side is likely to make prog- 
ress by itself. There is too much to be 
learned in each field for many individuals 
to become experts in both. For this reason 
a team approach usually will be necessary. 
But before a team can operate it is neces- 
sary that the members have a certain 
amount of common understanding, an ap- 
preciation of the importance of the other 
fellow’s contribution and a knowledge of 
the language he uses. 

Still, if we merely expected the com- 
puter to replace present equipment, the 
problems would be lessened considerably. 
A number of companies have decided to 
start by placing simple repetitive routines 
upon their computers, with a minimum of 
change in the routines. As they learn, they 
will advance to more complicated routines, 
and attempt changes and modifications. 
Only after much experience will they at- 
tempt to eliminate steps and to make new 
analyses and reports. 

The first step in a program leading to 
installation of a computer is a careful 
analysis of the over-all need for informa- 
tion. Certain considerations are basic for 
this analysis: 


ENGINEERING SPECIFICATIONS 

The first and most obvious is the need 
for the data. Most businesses have never 
surveyed their data needs as a whole, in 
terms of quantities and qualities. This will 
now be necessary, at least for the section 
of the system which is to be handled elec- 
tronically. 

The engineer wants to know what must 
be processed—the type of data, the rates 
of flow, the source points, the destinations, 
the common paths and repetitions, etc. 
(For the controller, the latter may appear 
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as overlaps or multiple copies of informa- 
tion. ) 

A carefully prepared manual, developed 
by a competent systems and procedures de- 
partment, will serve as a good starting 
point. If the department is instructed to 
carry on future studies with the thought of 
a potential computer installation in mind, 
progress will be further facilitated. 


DEPENDABILITY 

We shall accept equipment only after it 
has been carefully tested. We prefer to in- 
troduce it in one application at a time, so 
that the results can be studied and cor- 
rected. A changeover to punch card, for 
example, has seldom been undertaken 
lightly. It is done only after much assur- 
ance that the new system will function sat- 
isfactorily. Even then there are usually 
many headaches until the system is fully 
in operation and the ‘bugs’ are cleaned 
out. 

Before we trust a major part of our sys- 
tem to one large computer, we shall insist 
on a number of safeguards. We shall in- 
crease the degree of our insistence as our 
dependence upon one central unit in- 
creases. 

So far, the record of machine depend- 
ability is fairly good. Most of the difficul- 
ties have been encountered in getting the 
systems set up, rather than in regular op- 
eration. However, once properly installed, 
the better machines have operated success- 
fully for long periods. The records show 
an average of only a few hours downtime 
each week, in addition to the scheduled 
maintenance. The latter often runs about 
10 per cent of the operating time. 

Dependability is also related to the per- 
formance of the operating personnel. 
Since so few people are necessary to run 


ee eee ee 





359 





the system, each becomes considerably 
more important. The operators must be re- 
placeable on short notice, so that the sys- 
tem will not bog down when key person- 
nel become sick during the deer-hunting 
season. 

If the business is to get its regular work 
done, a certain amount of data must be 
available on the day it is required. Ex- 
amples are the cash receipts and deposits, 
inventory requisitions, pay roll, etc. Other 
data must be available with but short de- 
lay. Among these are items such as the cus- 
tomer balances in accounts receivable, ac- 
counts payable, and production data. 

Not only must the machines be depend- 
able, as regards continuity of operations, 
but there must be no danger that impor- 
tant data can become completely lost. Ex- 
ecutives will not tolerate the possibility 
that a list of accounts receivable, together 
with customer addresses, etc., might be- 
come distorted. 


ACCURACY 


Certain types of activity require data of 
absolute accuracy. Statisticians are fond of 
telling accountants that their worship of 
accuracy—balances to the penny—is over- 
done. Rounding off would serve just as 
well. A balance sheet total that goes down 
to the last cent is somewhat ridiculous. 

However, there are two things that can 
be said in reply. The first, and less impor- 
tant, is that accountants like to see their 
accounts balance because it is some assur- 
ance that there are not large compensating 
errors hidden in a minor discrepancy. Most 
cases of fraud or major mistake do not 
originally show up as items involving hun- 


dreds of thousands of dollars, but rather 
as minor unexplainable overages or short- 
ages, or as unusual ratios. They are the 
part of the iceberg that is above water. It 
is not too hard for a clever man to hide the 
major portion of his mistakes or frauds. 
But it is very difficult to sink inconsistent 
data without a trace. 

Even more important, however, is the 
fact that many business accounts deal 
with outsiders. Creditors are rarely satis- 
fied with approximate payments of what is 
due them. Most customers would welcome 
approximate billing of the amounts that 
they should pay only if the amounts were 
consistently understated. Banks are fussy 
about cash balances—they want the last 
penny accounted for. Each stockholder 
seems to feel that he should be paid ex- 
actly the amount due him for Poe aaa So 
does each bondholder with regard to inter- 
est. The corporation’s uninvited partner, 
Uncle Sam, wants exact figures (with some 
modifications) used for the calculation of 
his cut of the income. Each worker wants 
his paycheck to show exactly what he has 
earned, less only authorized deductions. 
For all these the electronic system will 
cause more trouble than can be tolerated 
unless it performs the calculations and re- 
cords the results with such a high degree 
of accuracy that the few mistakes can be 
handled on an individual basis by trouble 
shooters. 

For some applications the degree of ac- 
curacy required is not so great. Many cost 
and inventory problems, budget analyses, 
scheduling sihbeans, etc., would not be 
harmed by minor deviations. For this rea- 
son these areas would seem to be the best 
place to make initial installations. 


ARMY COMPTROLLERS 


The Army Comptrollership School at Syracuse University 
offers a 14-month course for about 25 carefully selected mili- 
tary officers. Established in 1952 at the Army’s request, the 
school graduated its first class last August and will soon 
graduate its second class. Masters’ Degrees are awarded to 


those who qualify. 


The Army is turning its arsenals and depots into self-con- 
tained units similar in many ways to independent business 
enterprises which will operate on a revolving fund rather 
than on an annual appropriation. The Army hopes to have 
a trained comptroller at each depot to handle the manage- 


ment and accounting duties. 


Only recently has the Federal Government concluded 
that it might be a good idea to have the spending of military 
money directly in the hands of men trained in physical affairs. 
The first comptroller of the Army was appointed in 1948. A 
year later, Congress amended the National Defense Act to 
provide for the appointment of comptrollers in the Navy 


and Air Force as well. 
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ACCESSIBILITY 

Another requirement of a good system 
is that the full range of relevant data be 
kept together for each transaction. For 
such purposes as reviewing an account 
with a customer, establishing the actuali- 
ties of a transaction in case of legal diffi- 
culties, etc., we need to have all the per- 
tinent facts, such as the dates of the vari- 
ous steps (shipping, receiving, storing, 
billing, paying, return of part of ship- 
ment, credit memos, along with the ad- 
dresses involved, and so on). We also in- 
sist that much of the data be available for 
extended periods, perhaps seven to ten 
years, largely for legal reasons. This 
greatly magnifies the volume of ‘storage ca- 
pacity required. 

The only media presently suitable for 
storage of such large volumes of informa- 
tion are punched cards or tapes—primarily 
magnetic tapes. If we intend to use tapes 
for storage, we can hope that much origi- 
nal recording can also be on tape, so that 
we can cut down the time and cost of 
transfer and eliminate the need to store 
voluminous paper records. Apparently the 
data will keep satisfactorily on tapes for 
extended periods. But we must be able to 
find any desired item at relatively modest 
cost. There will be many tapes if we keep 
full transaction records. Any particular 
item may take several minutes to find if a 
long tape must be unrolled from end to 
end. 

Strangely enough this is a problem that 
faced the ancient Egyptians with their pa- 
pyrus scrolls. It was not solved until the 
invention of the book, which is a scroll 
chopped into pages so that different por- 
tions of the material can be reached 
quickly and added to even though far 
separate in the book. 

Can an electronic system be designed 
so as to find an item, or several items on 
several different tapes, without tying up 
the flow of processing unwarrantably ? 
Since we do not always know in advance 
the groupings of data that later become 
desirable, we need what the engineers call 
“random access” to the memory. Or, if we 
do know the order, the data may come to 
us in random fashion, e.g., as sales are 
made to different customers with different 
account numbers. In the latter case, the 
transactions must be sorted if we do not 
have random access. Several companies 
have indicated that they are nearing a solu- 
tion to these problems, but machines have 
not been installed in business applications 
as yet. 


OUTSIDE INTERESTS 


The necessity exists for satisfying the 
demands of certain outside interests. Of 
these the most important are the Govern- 
ment, the law courts and the outside au- 
ditors who represent the owners. No mat- 
ter how desirable a system might be, it 
cannot be installed unless the resulting 

















Magnetic Drum Data Processing Machine, 
Type 650 


Electronic Data Processing Machine, Type 701 
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Electronic Calculator, Type 604 
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Electronic Calculator, 
Type 607 


Whatever your neoda 


IBM offers the only complete line of electronic 
accounting machines, utilizing all proved systems 
of data recording and processing. 

In virtually every field—from engineering calcu- 
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reports are acceptable to these groups, for 
otherwise the corporation would have to 
continue its old procedures in order to 
meet their requirements. It is hard to fore- 
tell just what their attitude will be in a 
particular situation. The difficulty lies in 
the fact they are primarily concerned with 
reviewing the entries and evidences of the 
transactions. Under all other systems these 
can be checked visually—even punch cards 
can be read rather easily by an expert. 

But now the auditors and lawyers are 
to be confronted with electronic charges 
on a tape! True enough, these may be 
placed in a printer, but if the printer is 
that of the corporation, what assurance 
would they have that some gimmick in the 
machine is not screening out undesirable 
information and only printing those data 
which the officials want them to see? Per- 
haps some provision will have to be made 
for auditors to take tapes out to run in 
printers which they control. But then the 
company must release the tapes or dupli- 
cate them. But duplication raises the same 
objection, potential screening, as does 
printing on the company machines. 

Accountants with whom the author has 
discussed this have not been too disturbed. 
They feel that as long as original evidences 
exist, the paper invoices, etc., these can 
be audited in the usual manner. Tracing 
these items through to their effect on the 
reported totals will be done much as is 
now accomplished with punched cards. 


COST 

Clerical operations have become exten- 
sive in recent years. Present systems are 
costly. Although computers are expensive, 
they are not relatively out of the question 
for many applications. Estimates have 
been made that saving the labor of from 
50 to 100 clerical workers will pay for a 
large scale system. In other cases, the ad- 
vantages to be derived from better data, 
for such uses as production scheduling, 
are so substantial that they would be worth 
while even if the computer did not save a 
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cent compared with present systems. 

Nevertheless’ the cost is going to be a 
deterrent. Rental of the larger machines is 
of the order of $15,000 to $20,000 a 
month. Medium-size machines, such as 
those which can take over the work of 
several IBM 604’s or CPC’s (and do other 
things that these machines cannot do), 
rent for about $3,000 a month. Even the 
smaller machines will cost $30,000 or 
$40,000 each and rent accordingly. 

In addition, the wages of the highly 
trained personnel will undoubtedly aver- 
age much more than that for present work- 
ers. Power, tapes, repair and maintenance 
where this-is not part of the rental (it is 
in the rates ition! above) and so on, will 
add to the cost. 

A major item is the cost of making the 
studies and the actual changeover itself. 
Staff must be retrained, duties reassigned, 
new procedures devised, and so on. 


FLEXIBILITY 

Businesses are always changing. A com- 
pany like du Pont derives a major part of 
its revenue from products that were not 
in existence, or only of minor significance, 
a few years ago. Almost all companies 
either grow or fall back. This constant 
change forces the controller to insist that 
any system which is to be continued in use 
must be flexible. If the company changes, 
how extensive must be the revision of the 
electronic system? Will the cost of 
changes be comparable to that of original 
installation ? 

A general purpose computer is quite 
flexible, but this is the most expensive 
type. Less costly installations will probably 
be correspondingly less flexible. What is 
the best choice? 

All these basic considerations (and they 
are hardly more than defined here) will 
require careful examination and _hard- 
headed evaluation before the engineer can 
expect that the controller will agree that a 
proposed system may be desirable. And 
yet, this is but the initial step. 
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THE FUTURE—BETTER CONTROL 


The most important reasons why the 
gap between the engineer and the account- 
ant must be closed are yet to be considered. 
So far the topics discussed have dealt pri- 
marily with the ability of the new system 
to replace the old and to meet the require- 
ments that it meets. But we cannot afford 
to stop there. 

A compelling feature of the new equip- 
ment is the promise that it holds for the 
development of new and much more effec- 
tive controls of performance than we have 
hitherto been able to achieve. 

There are three phases to this problem 
of control. The first is the establishment of 
norms or standards and of allowable 
deviations from those standards. The sec- 
ond is the reporting of actuals and com- 
parison with standards. The third is analy- 
sis of significant items for executive action. 

We should be able to employ the com- 
puting mechanism to gather data faster 
and more completely than is at present 
possible. The machine can calculate vari- 
ances quickly. We then should be able to 
treat the data with more advanced statisti- 
cal techniques by using the already de- 
veloped mathematical abilities of the com- 
puter. 

It is easy to compile a long list of the 
various activities which can benefit by such 
an gps The sales department, for ex- 
ample, in making the sales forecast can 
weight various factors and combine them 
in a much more sophisticated fashion than 
is now feasible—the income trends in each 
individual salesman’s territory, the adver- 
tising pull of the media used in that terri- 
tory, past performance as a trend, etc. 

The improved sales forecast can be used 
for many purposes. Itemized forecasts are 
usually the basis for production planning. 
The totals can be used as a basic factor in 
the cash forecast. Experts can devote ca- 
reers to the problem of developing the 
new possibilities for budget preparation 
and monitoring. 

Using the electronic system it will be 
much easier to take estimates for such 
items as bids on contracts. The costs of 
various parts can be grouped rapidly and 
adjusted in a number of ways, so that the 
firm’s best offer can be determined. 

Production scheduling is an area that 
has already been explored to some extent.’ 
The intricate pattern of movements in a 
job shop, or.on a line that is not com- 
pletely standardized, with all the neces- 
sary move ticket calculations, alternative 
cost possibilities through substitution of 
materials or of machines, the scheduling 
of the available equipment, and so on, 
offer a wonderful field for the use of rapid 
computations. Several firms now have 
teams of experts exploring this field, using 
large-scale computers to handle the data 
work. 

Keeping an adequate record of inven- 
tory, so as to avoid parts shortages, the ex- 


(Continued on page 374) 
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OST COMPANIES will agree that job 
M evaluation and merit rating are use- 
ful techniques for wage and salary admin- 
istration. However, they also are quick to 
admit that, when it comes to decidlax on 
merit pay increases, their use frequently 
results in problems and disagreements 
which are next to impossible to resolve 
in a fair and amicable manner. 

Company “X,”” whose actual case his- 
tory is presented here, experienced this 
situation but finally arrived at a happy so- 
lution. This solution makes use, in a statis- 
tical way, of job evaluation results, salary 
scale, and merit rating in setting the merit 
pay increases. It met with the approval of 
its union and now forms a part of the la- 
bor agreement. 

Company X is a pulp and paper com- 
pany with about 300 salaried employes. Of 
these, about 150 belong to the Office 
Workers Union. As part of the company’s 
wage and salary administration planning, 
they instigated a job evaluation program 
for all their salaried jobs. This program 
defined each job, determined job groups 
for all jobs of similar value, and ak 
lished a salary scale in the usual manner of 
such programs. This scale gave a minimum 
and a maximum salary rate for each job 
group. Thus, each employe’s salary had a 
minimum and a maximum rate to be used 
as reference points. In the fob evaluation 
program, discussions were based on “‘the 
job, not the employe.’ This impersonal 
approach facilitates concurrence of opin- 
ions. 

The next stage in Company X's system- 
atic approach to its wage and salary admin- 
istration was the assessment of the indi- 
vidual employe’s performance of his job. 
In other words, a performance-rating or 
merit-rating program was undertaken. On 
first looking at the program, it was decep- 
tively simple. Soon the complexities of hu- 
man behavior and their measurements 
forced a realization that merit rating can 
become quite intricate. 

There are many variations of merit-rat- 
ing systems, but in most it is the supervisor 
of the specific employe who is the major 
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determinant in an employe’s merit rating. 
This is rightly so, but the difficulty is to 
attain consistency by all the supervisors in 
their individual interpretations, applica- 
tions, and measuring of the merit-rating 
procedures. Merit-rating consistency can 
be improved and eventually made com- 
pany-wide by instruction, statistical analy- 
sis, interim rating, and experience but in 
most cases this will require some time and 
repeated effort. 

Merit-rating results are generally re- 
lated to points or percentages. In other 
words, opinions are expressed in numbers 
and in this form can be most readily com- 
pared and used. A first reaction of em- 
ployes is to ask the company to set a “pass 
mark.” For example, anyone attaining a 
merit rating of 80% or better will be in 
line for a merit pay increase. Simply agree- 
ing to a pass mark can result in many difh- 
culties and conflicts which are almost in- 
solvable and often unfair to the employes. 
In fact, the important part of merit rating 
can be defeated by using this pass mark 
and the raw results of merit rating based 
on the rating inconsistencies of the super- 
visors. 

Company X agreed tentatively that a 
pass mark would be set to determine if an 
individual employe would receive an in- 
crease. The amount of this increase was 
one increment between the minimum and 
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the maximum salary rate for the particular 
job group in the salary scale. When the 
merit-rating results were obtained it was 
found that some of the department heads 
had obviously rated their employes too 
high. On the other hand, some other de- 
partment heads had obviously rated too 
low. 

This resulted in quite a predicament for 
Company X. If an average pass mark was 
set, most of the employes in the too highly 
rated departments would receive an in- 
crease but very few in the department 
rated too low. If a high pass mark was set, 
some in the too highly rated departments 
would receive an increase, but practically 
none in the departments rated too low. If 
a low pass mark was set nearly all the em- 
ployes in the too highly rated department 
would receive an increase and also some in 
the other departments. This last would 
also result in the merit increases costing 
Company X considerably more money 
than management of Company X could 
appropriate for this purpose. Re-rating of 
all the employes by the supervisors did 
little to correct the rating inconsistencies. 
The supervisors felt they had been quite 
honest in their first rating and their second 
ratings varied little. Setting a specific pass 
mark for each department was also con- 
sidered but reaching agreement on this 
was not possible. 
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Finally, a solution was found for Com- 
pany X whereby the original raw ratings 
would be used. This was to the satisfaction 
of management, the employes, and the 
union. The solution is based on distribut- 
ing the total money that Company X 
wanted to pay for merit increases over the 
various departments according to the value 
of the jobs in each department. In addi- 
tion, an over-all company pass mark was 
set in order to qualify for a merit increase. 


Company X went through the following 
reasoning or planning steps to reach this 
solution: 


1. The company wanted to specify a cer- 
tain total amount of money for merit 
increases. 

. The object of merit rating is to award 
those most deserving. 

. It is desirable to use a formal and 
systematized merit rating. 

. In the first few years there are limita- 
tions to total dependence on merit rat- 
ing for merit increases, mainly be- 
cause of inexperience of the raters. 

. The most important limitation is the 
lack of consistency or the tendency of 
some department ratings to be all too 
high or all too low. 

. Merit rating within a department it- 
self is probably satisfactory. 

. A certain qualifying mark or per cent 
should be set. This pass mark or per 
cent qualifies an individual for an in- 
crease but does not guarantee it. 

. The total company merit money is dis- 
tributed amongst the departments in a 
ratio which is based on the number of 
employes in this department and the 
importance of their jobs. 

. This is done by allotting the total com- 
pany merit money to the departments 
in the ratio of the departmental pay 
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roll at the standard rate of the salary 

scale. 

. This ratio has been fixed through job 
evaluation. Thus, overpaid or under- 
paid departments will not affect the 
ratio. 

. Each department is then handled 
separately in awarding the merit 
money to the individual according to 
his merit rating. 

. Thus, an individual will receive a 
merit increase provided: 

a) He attains the qualifying mark or 
per cent set by the company for 
merit rating by his supervisor. 

b) He is not at the pay ceiling for his 
job group. 

c) Department merit money is avail- 
able after merit increases have 
been given to others in his depart- 
ment who obtained a higher merit 
rating. 


The actual results of merit rating by 
Company X are shown in Tables I to V 
inclusive. Careful group and individual 
instruction was given to all supervisors 
who did the merit rating. The merit rating 
culminated in points which were similar to 
a percentage. Thus, each employe received 
a merit-rating percentage which was essen- 
tially the result of his supervisor's judg- 
ment. 

Assuming a pass mark of, say, 80, Table 
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TABLE Ill 


I shows how many in each department 
would receive a ome increment increase 
and also the total amount of money. In 
Department 1, 21 employes out of 33 
would have received an increase. In De- 
partment 14, only 2 out of 25 would be 
considered for an increase. These two de- 
partments showed the extremes that prob- 
ably result from an inherently “high rat- 
ing’ supervisor and from a “low rating” 
supervisor. Study of merit increases dis- 
tribution over the various departments fur- 
ther reveals the probable unfairness and 
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unsatisfactory results from simply using 
these raw results for awarding merit in- 
creases. 

The problem facing Company X was 
how to use merit rating as promised to the 
employes and yet be reasonably certain 
that those employes most deserving re- 
ceived merit increases. Several things were 
attempted, such as having the merit rating 
done over, establishing separate pass 
marks for each department, etc., but it was 
impossible to come to a satisfying agree- 
ment. 

Finally a solution was arrived at and the 
company and the union reached agree- 
ment. This solution is based on a statistical 
distribution of the total merit money. 
Table II shows for each department in 
Company X the job group, the standard 
salary rate established through job evalua- 
tion, and the number of employes in each 
of the job groups. The pay roll at this 
standard rate is shown for each job group 
and in total for the department. 

This departmental total is also listed in 
Table III with the company total of $40,- 
845.00. The table also shows the company 
total merit money of $820.00 per month 
which approximate amount the company 
decided they had available. This total of 
$820 was then simply allotted to each of 
the departments in the ratio of total pay 
roll at standard of the salary scale. 

Each department was then handled 
separately. The department's allotted merit 
money as shown in Table III was awarded 
to the employes in that department who 
received the highest merit rating. As stated 
previously, a department employe received 
a merit increase if: 


1. He attained the qualifying mark of 80; 
2. He was not at the pay ceiling for his 
job group; and 


3. There was sufficient departmental al- 
lotted merit money. 


Table IVa and Table IVb show how this 
worked out for Department 1 and Depart- 
ment 14. In Department 1, the highest 
merit rating was 97.5. Merit increases 
were awarded to employes who received 
this 97.5 down to 94.3. At this point, De- 
partment 1’s allotted merit money was 
used up and none who received less than 
this 94.3 received merit increases. Similar 
figures for Department 14 are shown in 
Table IVb. In Department 14, the highest 
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20 15 8 
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TABLE VI 


merit rating was 87.7. Merit increases 
were given where the merit rating was 
from this 87.7 down to 77.3. At this point 
the merit money allotted Department 14 
plus a little more was used. 





Number of Employees Total Money 
In the | To Receive for 


Dept. Dept. | Merit Incr. | Merit Increases 





20 15 9 
21 60 34 














TABLE VII 


A similar merit increase distribution 
was worked out for each department. 
Table V shows for each department, the 
number of employes who received a merit 
increase and total money awarded for 
merit increases. 

In both Table I and Table V the same 
merit-rating results were used. Table V in- 
dicates a much fairer distribution of merit 
money and is closer to the probability 
of good job performance by employes 
throughout the company. 

To illustrate this point further, an 
analysis of another company’s merit-rating 
results was made. This company, which we 
shall call “Y’’, used a similar merit-rating 
method. Instead of using a statistical 
method as did Company X, the merit-rat- 
ing results had been sent back to the raters 
twice, and three times where necessary. 
They had been sent back with fairly strong 
instructions from a Rating Review Com- 
mittee to adjust the ratings. After many 
reviews and reratings, Company Y finally 
obtained what they considered fair and 
consistent ratings. Table VI shows the re- 
sults they obtained. Table VII shows the 
results they would have obtained using 
only one rating and making use of the 
same statistical adjustment as did Com- 
pany X. 

The close similarity of Table VI and 
Table VII shows that what Company Y 
considers fair and consistent can be ob- 
tained using this statistical method and 
much more readily. 

In summary then, a simple statistical 
means can be used to relate merit pay in- 
creases to merit rating, whereby difficul- 
ties and problems are minimized or elimi- 
nated. The means can be easily worked out 
for any company using job evaluation and 
merit rating. 
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Lease or Purchase 


Fred J. Muth 


The policy of leasing instead of pur- 
chasing facilities, put into effect by chain 
stores prior to the 40's, was not embraced 
by industry in general until the postwar 
expansion was well under way. 

A recent study shows that of the 600 
corporate annual reports surveyed, 164, or 
more than one fourth, disclosed to their 
stockholders the existence of long-term 
leases. The Institute of Life Insurance has 
reported that the total life imsurance in- 
vestment in commercial and industrial 
rental properties grew from $80 million 
in 1946 to almost $1 billion by the end of 


1952, a twelvefold increase. This evidence 
indicates that a substantial part of the in- 
dustry has already adopted the sell-and- 
lease-back technique or has arranged to 
lease facilities constructed to its specifica- 
tions and that the rate of growth in leas- 
ing since 1946 has been impressive. 

Conditions existing in 1946 were ideal 
for the introduction of this new type of 
financing: 

1. There was an urgent demand for 


capital by business for postu ar ex- 
pansion and new enterprise; 


. Investors were searching for oppor- 
tunities to invest large amounts of 
accumulated capttal; and 

. There was a broadening of the state 
laws regulating investment in real 
estale by insurance companies and 
educational and philanthropic trusts. 


Although lease-arrangement plans and 
modifications are today being applied to 
the acquisition of facilities ranging from 
typewriters to skyscrapers, this discussion 
will concentrate on the pros and cons of 


leasing buildings. 


DIGESTED FROM A PAPER PRESENTED AT THE AMERICAN MANAGEMENT ASSOCIATION SPECIAL CONFERENCE ON CAPITAL EQUIPMENT REPLACEMENT 


EASE-ARRANGEMENT PLANS encompass 
L sale of an asset for cash with the seller 
simultaneously taking a firm noncancella- 
ble lease. A modification of the sell-and- 
lease-back plan consists of an arrangement 
under which the lessor constructs a build- 
ing to specification for the lessee. In both 
cases the lease is noncancellable for a pri- 
mary period of 20 to 30 years and con- 
tains options to renew for additional pe- 
riods to cover the economic life of the as- 
set which may be as long as 60 years. 

These renewal options are ordinarily set 
for five- to ten-year periods. Rental is 
usually determined as a percentage of the 
sales price and is set to recover the cost of 
the asset plus a reasonable investment 
yield for the lessor during the primary 
lease. Rental under the renewal option 
drops to a low rate, possibly 2% for the 
first ten-year option and 1% for option 
periods thereatter. Generally the lease as 
executed is net, that is the lessee is respon- 
sible for the payment of real estate taxes, 
insurance, repairs and maintenance, and 
grounds upkeep. This permits him to re- 
tain the benefit of his managerial acumen 
in keeping these costs at a low figure. A 
gross lease would put him at the mercy of 


an inefficient landlord, since the resulting 
high cost would be reflected in the rent. 


ADVANTAGES 

The number one advantage of the lease 
plan is the freeing of funds for working- 
capital purposes. Ownership causes the 
immediate outlay of cash or requires debt- 
financing whereas leasing allows for pay- 
ment from future profits. If the available 
funds are tied up in real estate to the 
detriment of having adequate working 
capital, growth is stunted and the full 
profit potential cannot be realized. 

The second advantage of leasing is the 
avoidance of the threat of obsolescence. 
The concept of desirability of ownership 
of the ri pe buildings in which a busi- 
ness is conducted has perhaps become a 
bit “‘old-fashioned’’ in today’s economy. 
The turnover of capital employed can be 
readily speeded up with the release of 
funds invested in bricks and mortar to 
permit production and sales expansion. 

It takes courage to move objectively in 
these situations and to face the fact that 
property still listed on the balance sheet 
as an asset is actually a liability; that such 
properties are the reason for high costs, 
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which destroy the ability to compete. In 
a situation such as this, a lease plan would 
permit subletting of the property for the 
remainder of the primary lease and the 
dropping of the option to renew. This 
minimizing of the obsolescence risk repre- 
sents a strong argument in favor of the 
leasing plan. 

A third advantage of the lease plan is 
the improvement in the balance sheet, the 
determinant of trade and bank credit. 
Look at your present balance sheet and en- 
visage the change that would take place if 
you transferred the book value of your 
land and buildings to cash. Then reduce 
your current liabilities by drawing on the 
new cash figure. The improvement in 
working capital ratio will be startling to 
say the least. 

It can be argued that it is possible to 
achieve the same liquidity by the use of 
funded debt, such as debentures or long- 
term notes, thereby avoiding the sell-and- 
lease-back plan. This is true, but such fi- 
nancing is usually accompanied by restric- 
tions and limitations on management, 
which could prove irksome. The addi- 
tional funds required by management 
may be relatively modest and may not 
warrant the cost of underwriting or regis- 
tration required in funding debt. 

Because of the long-range risk that the 
end of the lease may find the property 
with little or no value, the average real 
estate operator does not show enthusiasm 
for the purchase-lease plan. In comparison 
with the real estate operators, the insur- 
ance companies are able to hedge on this 
risk because they own not one plant but 
many. At the end of 60 years they will 
have recovered their money plus a reason- 
able return and it is possible they may 
have some property of value. For the in- 
surance company, this plan does not rep- 
resent a speculation for high returns, but 
rather a reasonably safe investment which 
will insure a estiahactoey yield. 











OBJECTIONS 


Some strong objections to the sell-and- 
lease-back plan have been taken by man- 
agement groups. A major one lies in the 
clauses generally contained in the lease 
which prevent the lessee from making 
changes or additions to the property with- 
out receiving the consent and approval of 
the lessor. This threat to complete free- 
dom in the use of assets, one of the virtues 
of ownership, is considered to weigh 
heavily against the advantages of leasing. 

Again there is the danger of financial 
instability on the part of the lessor. If the 
lessor fails, the lessee must accept a new 
landlord, be ready for litigation if neces- 
sary to protect his rights as he understands 
them or may even find it the better part of 
valor to vacate the property with attendant 
disruption of his operations. There are 
those who feel that this exposure to condi- 
tions beyond control are sufficient reason 
to sponsor the outright purchase of facili- 
ties. 

And the final and very concrete objec- 
tion to the lease plan is that leasing is more 
expensive than outright ownership. In 
making decision between these two meth- 
ods of acquiring the services of facilities, 
management needs to know the difference 
in cost. To obtain this knowledge it right- 
fully turns to the accountant for evaluation 
of the lease plan. 


FINANCIAL FACTS AND FIGURES 


Let's examine the financial facts on lease 
versus outright purchase of a. proposed 
building whose estimated cost is $3.8 mil- 
lion placed on land valued at $200,000 re- 
quiring a total investment of $4 million. 
The lessor’s offer to finance this project 
was based on a 20-year lease-rental ar- 
rangement. 3 

Payments during each of the first five 
years were to be equivalent to 12% of the 
cost ; for the following 15 years, 5% of the 
cost. Renewal after the proposed term of 
the lease would be 2% of the cost for the 
first ten years and 1% for renewals there- 
after. These rates assume an interest rate 
of 4% and are set to recover 50% of the 
lessor’s investment during the first five 
years of the lease and the remaining 50% 
during the following 15 years. 

In the case of debt financing, funds 
would be supplied by a 20-year loan at an 
interest rate of 314% with amortization at 
the rate of $200,000 annually. The tax rate 
on corporate income is estimated at 50% 
of earnings. 

On these premises, the outright owner- 
ship plan would be more favorable from 
a net cash outlay over the 50-year period by 
$665,000. It would also be more favorable 
on the earnings for the 50-year period by 
$865,000. At first hearing, $865,000 may 
seem an imposing sum—actually it repre- 
sents an annual return of less than 1% 
over the average investment of the 50-year 


period. 


TAXES AND LEASING 

A great deal has been written and said 
on the tax advantages of leasing. This fea- 
ture has possibly been overemphasized as 
the direction to be taken by tax levels is un- 
predictable. However, the tax aspects of 
leasing should not be ignored. The entire 
cost of a building lease is recognized as a 
business expense. This includes not only 
an amount equal to the total depreciation 
but also amortization of the land value, 
plus interest to the owner. 

The lease term tends to determine the 
life of the asset on the basis of its economic 
use. This period is usually well under the 
life allowed by the Internal Revenue Serv- 
ice. Since the lease terms are set to return 
the total cost of the asset plus interest dur- 
ing the primary lease of 20 to 30 years, 
with options to renew at substantially 
lower rents, the lease plan makes it possi- 
ble to report the cost of using the asset 
more rapidly than does depreciation under 
ownership. 

There have been some sell-and-lease- 
back transactions made to establish capital 
loss with attendant tax savings resulting 
in minimum cost to the taxpayer. Such 
transactions are subject to careful scrutiny 
by the tax authorities and should not be 
entered into unless proof can be supplied 
that the sales price is the going market 
value and not an artificially low one set 
to establish a tax loss. Recent decisions of 
the Tax Court both sustain and reverse the 
objections of commissioners to the admis- 
sibility of such losses. 

In summary, the postwar years have seen 
an increase in the number of companies 
who have acquired facilities under the 
lease plan. The major reasons for this 
growth appear to be (1) the plan releases 
funds for working capital whereby greater 
returns can be feted. and (2) it provides 
an escape from the threat of being trapped 
in an uneconomic position by ownership. 

When it appears to be managerially 


sound and consistent with long-range 
plans to avoid investment in facilities and 
to employ such funds dynamically to in- 
crease production efficiencies and sales vol- 
umes, the decision is obvious. Just as the 
accumulation of cash in excess of sound 
working requirements of a business is sub- 
ject to critical review, so the unnecessary 
investment in buildings and equipment 
should raise questions as to the effective- 
ness of a management group. Both are fac- 
tors in the stewardship obligation of man- 
agement to make the best possible use of 
the available funds. 

The argument that security can be as- 
sured only through outright ownership is 
circumvented by today’s streamlined lease 
with a primary period followed by options 
to cover the useful life of the asset. This is 
a financing tool which offers security, and 
at the same time removes the fear of ob- 
solescence both of facilities and location. 
A firm recommendation to lease instead of 
buy cannot be made to industry as a whole. 
Each management group needs to weigh 
the pros and cons for its particular situa- 
tion. It can be recommended, however, 
that before reaching decision on the acqui- 
sition of capital facilities the possible ad- 
vantages of leasing should be thoroughly 
investigated. 





RELATED READING—See John J. Wil- 
son, Jr., and Scott Harrod “Industrial Fi- 
nancing Through Own-Lease,” THE Con- 
TROLLER, February 1949 and ‘‘Leaseback 
vs. Security Financing,” a report on a study 
prepared by a Subcommittee of the Com- 
mittee on Capital Assets and Related Re- 
serves of the New York City Control of 
Controllers Institute, THE CONTROLLER, 
September 1953. Reprints of both articles 
are available at 25¢ each. Address Re- 
prints, THE CONTROLLER, | East 42nd 
Street, New York 17, N. Y. 


LEASING MACHINE TOOLS 
One machine tool maker permits manufacturers to rent 
machines by depositing 10% of the purchase price and then 
selecting a payment plan of two, three or four years. The 
yearly rental under the three different plans is 36%, 24% 


and 18%. 


At the end of the period, having paid 72% of the pur- 
chase price in each case, the manufacturer can return the 
machine or keep it at a lower yearly rental. If he keeps the 
machine, he pays a reduced rental until seven years are up, at 
which time he has paid a total of 114%. He may then return 
the machine or extend the contract for nine years at an an- 
nual rent of 6% of the purchase price. 

The manufacturer can also include an option to buy at 
105 % of the purchase price plus 5% for each year of rental; 
rent payments already made apply against the price. 
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Tax-Exempt Organizations 

The Commissioner of IRS has granted authority to District 
Directors of IR, per reorganization order 31, to issue deter- 
mination letters as to the qualification of organizations in 
certain areas for exemption from federal income tax under 
Section 101 of the IRC in accordance with such instructions 
as may be issued. 


Consolidated Reports 


The decision by Commerce and Labor Departments to 
publish a single report on employment and unemployment 
statistics follows the recommendations of the Congressional 
Joint Committee on the Economic Report. Complete com- 
parability of statistics will not be possible, however, because 
Commerce's employment and unemployment normally cover 
the second week of each month, BLS data on employment 
cover the payroll period ending nearest the 15th, and un- 
employment data from Labor's Bureau of Employment 
Security are published weekly for each week ending Saturday. 


Voluntary Compliance 


FTC hopes to develop a program under which emphasis 
will be placed on encouraging voluntary compliance with the 
law but backed by vigorous enforcement measures when 
necessary. According to Commissioner Howrey, one of the 
major problems is that of conforming demonstrator arrange- 
ments to the Robinson-Patman requirements that advertising 
or promotional services and facilities or allowances for such 
services and facilities be available for all competing custom- 
ers on proportionally equal terms. 


IRS Consolidation 

The Internal Revenue Service has consolidated the ex- 
empt organization and pension trust branches in the tax 
rulings division. 


Small Business Loans 

The Small Business Administration has granted 515 
loans totalling $30 million in its first nine months of opera- 
tion. Somewhat over two-thirds of the dollar volume of 
the loans have been bank participation loans with SBA 
putting up or guaranteeing only part of the loan. 
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Industry Dispersion 

ODM is asking federal agencies concerned to identify 
areas of vital defense production excessively concentrated 
in a vulnerable location. ODM hopes that some companies 
will voluntarily transfer vital defense production to dis- 
persed areas and use vulnerable plants for nonessential 
items. In cases where production transfers and other 
methods are not satisfactory solutions, ODM will authorize 
rapid tax amortization as incentive for industrial dispersion. 
Certificates of necessity should not be filed with ODM until 
after the companies have discussed their problems with 
the federal agency which normally deals with the problems 
of their industries. 


Expense Accounts . . . Again 

The Revenue Service has just set forth certain guides to 
be followed in determining the extent to which deductions 
will be allowed for travel, entertainment, and other busi- 
ness expenses particularly in the absence of adequate docu- 
mentary evidence. 


Amortization Deduction 

Where a certifying agency issues a certificate of neces- 
sity covering only a percentage of the cost of an emergency 
facility, tax amortization under Section 124 of the IRC will 
be limited to that percentage of the cost. 


Fringe Benefits Surveyed 

Fringe benefit costs—employer payments for social se- 
curity, pensions, vacations and the like—amounted to $739 
per employe during 1953 according to preliminary figures 
released by the U.S. Chamber of Commerce. A similar sur- 
vey in 1951 gave a total of $664 annually per employe. The 
National Chamber estimates the total cost for fringe bene- 
fits is approaching $25 billion per year. 


Employes’ Trusts 

IRS has ruled that an employe’s interest in a trust fund, 
forming part of an employe’s profit-sharing plan, is ‘‘made 
available” to him within the meaning of Sec. 165 on the 
earliest date upon which he could elect to receive a cash 
lump-sum distribution from the trust. 


Paper Work Task Force 

Former President Herbert Hoover, chairman of the Com- 
mission on Organization of the Executive Branch of the 
Government has established a task force on Paper Work 
Management in Executive Departments. The new task force 
will take up the problem of reducing the volume of pieces 
of paper created. Each year 9.8 billion pieces of paper are 
produced or accumulated by the Federal Government. To 
house the records so created roughly 3 million cabinets are 
required. It is estimated as many as 250,000 clerks may be 
engaged in classifying, filing, searching these current rec- 
ords at an annual cost in salaries and materials of over $1 
billion. —BEN JAMIN R. MAKELA 





The file room 
that stopped growing 


Fruehauf Trailer Company saves $55,000 
by putting its blueprints on Recordak Microfilm 


In 1946 Fruehauf began microfilming its older 
engineering drawings. Not one dollar has been spent 
since for filing cabinets or room expansion. 

Only the drawings for the seven latest model 
years are kept in the files. One small cabinet holds 
Recordak Microfilm copies of all the rest—dating 
back to 1919—and there’s room to spare. Estimated 
savings to date are $55,000. 

Just another example, this, of the way Recordak 
Microfilming is cutting costs for more than 100 
different types of business...thousands of concerns. 


See how Recordak Microfilming can help you: 

(_] If you are now transcribing information from one 
record to another 

[] If you are now posting to ledger and customer 
statement 

_] If you are now describing individual items on your 
bills 

(_] If you are now listing checks prior to deposit in 


your bank 


(J If you are now making punched card reports in 
duplicate or using multiple carbon forms in sales 
booklets, etc. 


ea : ; ‘ 
| If you are now making photo copies of records 


These are only some of the possibilities. You should 
double-check your routines with a Recordak Sys- 
tems Man soon. No obligation whatsoever—just write 
Recordak Corporation (Subsidiary of Eastman 
Kodak Company), 444 Madison Avenue, New York 
22, New York. 


*‘Recordak’’ is a trade-mark 


Ui 
ht ; 


SRECORDRK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to accounting systems 





Progress in Government Accounting 


HE FIFTH ANNUAL PROGRESS REPORT 

under the Joint Program to Improve Ac- 
counting in the Federal Government was 
recently released by Secretary of the Treas- 
ury George M. Humphrey; Joseph~M. 
Dodge, Director of the Bureau of the 
Budget ; and Comptroller General Lindsay 
C. Warren. All agencies of the Govern- 
ment participate in the accounting im- 
provement program, which is under the 
leadership of the General Accounting Of- 
fice, Treasury Department and Bureau of 
the Budget. 

The report contains illustrations of sav- 


The priceless hours a MARCHANT calculator 
saves on daily figurework can mean many 
extra hours of profitable, productive 


ings aggregating millions of dollars annu- 
ally made possible by fundamental im- 
provements of a Government-wide nature 
and the modernization and streamlining 
of accounting methods and systems of in- 
dividual departments and agencies. All 
three officials expressed gratification with 
the progress made in 1953. They added, 
however, that a major task still lies ahead 
requiring continued aggressive efforts and 
wholehearted support by all concerned. 
They pointed out that while leadership 
and coordination of the program is neces- 
sary, the chief responsibility and credit for 


The girl with the MARCHANT 
has finished... the other will still 
be figuring at closing time 


The 
fully-automatic 
MARCHANT 
Figuremaster 


effort from everyone on your staff 


who is now tied down to old- 
fashioned figuring methods. 


Call the local MARCHANT MAN 


and get a time-test run on your 


own figurework. You'll discover 


that for simple, accurate, 
time-saving operation... 


Any way you figure—IT'S MARCHANT! 


iNT 


MARCHAN 


AMERICA’S FIRST 


SAS. 


Find ovt how a MARCHANT calculator will help cut your 
figurework costs and lighten your figuring burden. Mail 
this coupon with your business letterhead for free... 


Descriptive literature on Marchant Calculators . . . [] 


I 
| 
Index to Modern Figuring by Marchant Methods. . . [] | 
I 
| 


MARCHANT CALCULATORS, INC., OAKLAND 8, CALIFORNIA 


accomplishments belong to the numerous 
Operating agencies which are taking the 
initiative in modernizing their accounting 
systems in line with management needs 
and other objectives of the program. 


TAILOR-MADE SYSTEMS 

Mr. Warren said that a cumulative ef- 
fect of the program was elimination of 
the ‘‘central paper mill” approach to ac- 
counting and auditing. Instead, the pro- 
gram emphasizes the establishment by 
each operating agency, as an inherent part 
of its responsibility for efficient manage- 
ment, of modern systems of accounting 
and internal control tailor-made to its par- 
ticular type of operations. Such systems are 
being developed within the framework 
of general Government-wide accounting 
principles and standards and among other 
things, will produce the types of informa- 
tion needed at the various levels of re- 
sponsibility in the Government. 

Mr. Warren further stated that he is 
continuing to move GAO audit work out 
to the sites of operations as rapidly as pos- 
sible to take advantage of improved ac- 
counting and internal control in the agen- 
cies. This, he said, reduces the amount of 
detail work and, at the same time, makes 
the audits more comprehensive and useful 
to both the agencies and the Congress. 


REDUCED STAFF 

Mr. Warren stated that these develop- 
ments, coupled with reorganizations and 
revisions of procedures in the GAO, had 
enabled him to reduce the GAO staff by 
3,539 pease since the program started, 
thus contributing substantially to a volun- 
tary reduction he has made in the size of 
GAO from 14,904 employes in 1946 to 
less than 6,000 at the present time. He 


added that ‘‘we are doing a better job with 


this smaller amount of personnel.” He 
pointed out that this reduction in GAO 
personnel was accompanied by elimination 
of requirements for preparation and sub- 
mission by agencies throughout the Gov- 
ernment of many millions of vouchers, re- 
ports and other documents. This enables 
the operating agencies, he said, to cut out 
paperwork and concentrate their attention 
on the main job of shaping up accounting 
to meet the needs of efficient day-to-day 
management of their operations. 


IMPROVED REPORTS 

Secretary Humphrey said that steps 
were completed in July ’53 by the Treasury 
Department and the GAO to eliminate the 
outmoded warrant procedure. He said 
that the warrant system, established in 
1789, undoubtedly had merit in earlier 
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years when the Government's operations 
were not so complex and widespread, but 
under modern conditions the system 
caused a great deal of unnecessary admin- 
istrative work in processing money requi- 
sitions and warrants between the Treasury 
Department, GAO, and the various ad- 
ministrative agencies. Even more impor- 
tant, a simplified relationship has been es- 
tablished between the accounting in each 
operating agency and the central receipt, 
appropriation and cash accounting of the 
Treasury. This lays a foundation for the 
development of improved financial reports 
for the Government as a whole, based on 
a consolidation of agency and Treasury ac- 
counting results. The Secretary said that 
the Treasury is reorganizing its central ac- 
counting operations in line with these de- 
velopments. 


INTEGRATED SYSTEMS 

Mr. Dodge pointed out that good re- 
sults have been obtained from the agen- 
cies’ efforts to achieve integrated budget- 
ing and accounting systems which employ 
common classifications for programming, 
budgeting, accounting and operational 
control. He said integrated systems not 
only eliminate duplication, but also pro- 
vide more reliable data. He indicated that 
changes in budget presentation are being 
made in keeping with improvements com- 
ing out of the joint accounting program. 
Some of these changes pertain to appro- 
priation structure, activity classifications 
and business-type presentations for opera- 
tions of a commercial or industrial nature. 

In discussing the kind of accounting im- 
provements receiving emphasis in the 
agencies, the three officials placed high im- 
portance on development of financial ac- 
counting for consumable inventories and 
other assets. Many of the most significant 
accomplishments during the year incor- 
porate development of such accounting as 
a key element in obtaining real costs and 
controlling investment in inventories. 

Secretary Humphrey and Mr. Dodge 
stated that the joint accounting program 
was an important element in achieving the 
Administration's objectives of reducing 
expenditures through more businesslike 
management in Government and giving 
the taxpayers full value for their tax 
dollars. 

Examples of progress in 1953 include: 


Central accounting 

Final steps in the elimination of out- 
moded centralized warrant processes taken 
through issuance of Joint Regulation No. 
4 by the Secretary of the Treasury and the 
Comptroller General abolishing account- 
able warrants and covering warrants. This 
completes foundation for proceeding with 
intensive development of suitable integra- 
tion of Treasury accounting with agency 
accounting. Reorganization of Treasury 
accounting function to this end saves as 
much as $98,000 annually in Treasury. 
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Budgeting 

Expanded development in the agencies 
of integrated budget and accounting sys- 
tems that employ common classifications 
for programming, budgeting, accounting 
and managerial control. The 1955 Budget 
will include 110 business-type budget 
presentations, an increase of 11 since 1954 
Budget document. 1955 Budget also re- 
flects changes in budget classification of 
42 organization units. In 27 cases, appro- 
priation pattern changed to simplify 
agency's financial structure. 


Other general developments include: 

(a) Development of potentials of elec- 
tronics in the integration of check recon- 
ciliation and accounting operations with 
check payment and related processes; (b) 
continued conversion of paper checks to 
punched card checks thus far has saved, 
Government-wide, approximately $350,- 
000 annually—of 32 million checks which 
remained to be converted as of last year, 
15 million have now been so converted; 
(c) modification of GAO regulations has 
effected other simplifications and econo- 
mies throughout the Government includ- 
ing confirmed annual savings in Division 
of Disbursement, Treasury Department, 
of $148,000 instead of $66,000 previously 
estimated under voucher-schedule proce- 
dures extended to the agencies for which 
the Treasury disburses; (d) procurement 
simplification regulations issued by Gen- 
eral Services Administration in collabora- 
tion with GAO authorize blanket purchase 
arrangements in interest of economy and 
simplification. : 


Property 

(a) Progress made by the Department 
of the Army in developing financial ac- 
counting for world-wide inventories of 
the Army Establishment—this property 
accounting system, which provides for ex- 
pression of all supply items in terms of 
dollars as well as items, has been installed 
in all continental U. S. depots of technical 
services and the Ordnance Corps which 
was completed in early 1954—necessary 
groundwork also laid to install system in 
continental U. S. posts, camps and stations 
and selected overseas commands—since 
60% of available Army funds tied up in 
supplies and equipment, even a small re- 
duction in investment through improved 
financial control provided would run into 
hundreds of millions of dollars; (b) other 
significant property accounting develop- 
ments in Department of Air Force through 
establishment of monetary supply account- 
ing in all 16 Air Materiel Commands and 
in Department of Navy through improved 
inventory controls under stock fund opera- 
tions. 


Development and installation of complete 
accounting systems 
Marked progress in many agency areas 
in completing full-scale accounting sys- 
tems development and installations, many 


of which incorporate significant cost fea- 
tures and integration of programming, 
budgeting and accounting. These include: 
(a) Corps of Engineers (Civil Functions), 
Department of Army; (b) 16 activities in 
Department of Navy converted to indus- 
trial fund installations, including two 
shipyards, two ordnance installations and 
Marine Corps Clothing Factory; (c) Ma- 
rine Corps commenced operations under 
revolving stock fund on July 1, 1953; (d) 
Government Printing Office commenced 
operations under revolving fund July 1, 
1953, utilizing accrual basis of accounting 
and submitting annual budgets on busi- 
ness-type basis; and (e) Selective Service 
System in which simplified, fully decen- 
tralized system, allotment control 
accomplished entirely through general 
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@ Management's responsi- 
bility to its stockholders 
for property accountabili- 
ty, protection and control 
requires a provable per- 
petual inventory of the 
property items recording 
their description, location, 
cost, and value. 

American Appraisal Ser- 
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ment in prgparing and 
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Staff Administration Problems 


Staff executives of large companies 
should spend more time visiting operat- 
ing people in the field, according to Wal- 
ter A. Giles, vice president and general 
manager, New York Telephone Com- 
pany. Such visits, he told members of the 
New York City Control of the Control- 
lers Institute of America, should consume 
between 25 and 40 per cent of the staff 
members’ time, ae on the type of staff 
and the job requirements. 

One of the big problems confronting 
controllers, personnel managers, public 
relations directors and other staff execu- 
tives, Mr. Giles advised, is the misuse of 
their time by higher management and the 
operating personnel. 

The efficiency of the staff organization 
is impaired by diverting effort to assign- 
ments that do not contribute much to the 
operation of the business. Very often 
these are time-consuming and prevent the 
staff from carrying out its primary func- 
tions. Many staff men tell us that they 
spend too much time “putting out fires,” 
rather than devoting their time to the 
important aspects of their jobs. 

Top management errs, for example, 
when it makes excessive demands for de- 
tail information or when it requests the 
same information from different staff 
groups. Another problem arises from fail- 
ure to make requests clear, particularly 


with respect to detail and accuracy re- 
quired. 

Many of these start out with a question 
from some member of higher manage- 
ment which, in the language of the staff, 
causes them to drop everything they are 
doing and dance until the question is 
answered. The staff often provides much 
more detail than the person asking the 
question had any idea he would receive. 
This is sometimes due to not making the 
question clear. 

Staff people say that when they are at 
a loss to know the amount of detail or 
degree of accuracy that is required they 
attempt to provide all the information to 
the greatest degree of accuracy available. 
This could be corrected by encouraging 
the staff to clarify the question or to de- 
termine which staff group should handle 
the request. Often an answer advising 
that the staff recognizes the situation and 
is helping the operating people to cor- 
rect it would be acceptable. 

Top management also errs when it 
holds staff responsible for failure that 
should rightfully be charged to the field 
organization, or in asking the staff to take 
corrective action which normally should 
be referred to the line organization. 

Operating people in the field some- 
times impair staff efficiency by asking staff 
to make field decisions, or by shifting the 
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Cave Time & Worry 


if you are responsible for your company’s Insurance Program. 
Have a Jamison audit made of your entire insurance require- 


1. That all large loss exposures are properly insured, 


2. Full advantage has been taken of the new “cost- 


3. And that premium costs are in line, 


Also advice on special insurance problems on a professional 
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Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 








blame for operating failures on the staff, 
Mr. Giles pointed out. Other improper 
uses in this area, he advised, include call- 
ing upon staff for information already 
covered in practices or using them for an 
easy information center; forcing staff to 
review insufficient or incorrect informa- 
tion ; referring work to the staff that should 
be handled by the field, and asking staff 
to coordinate matters with other depart- 
ments which should be coordinated at 
the local level. 


Key to Higher Production 


Greater production from better tech- 
nology can only be achieved if the people 
who use materials, machines and processes 
are motivated by a desire for increased 
production, the Baton Rouge Chapter of 
the National Association of Cost Ac- 
countants was told recently by F. P. Haga- 
man, executive assistant controller of 
Esso Standard Oil Company, New York, 
who cited recognition of the individual 
as a basic factor in such motivation. 

“Production is one of the basic social 
needs of individuals,’ he declared. ‘In 
the short run a company is interested in 
production from the economic stand- 
point. In the long run, however, a com- 
pany’s policy should recognize that in- 
creased production is of personal signifi- 
cance to employes, entirely apart from turn- 
ing out more goods or earning more pay.” 

An optimum level of production will 
come about only when people feel strongly 
and idealistically about it and this feeling 
is reflected in their work, he pointed out. 
People have to want to maximize their 
mental and physical efforts, regardless of 
financial reward, in much the same way they 
feel about patriotism, religion, or their chil- 
dren, he declared, and any other basis for 
maximum contribution will be artificial. 

“A major factor,” Mr. Hagaman em- 
phasized, “is the recognition of what has 
been called ‘the dignity of man.’ This one 
force has been responsible for man’s con- 
tinued upward progress. Certain influences 
are irresistible in the course of human 
events, and if we can align business opera- 
tions with behavior of individuals, we will 
accomplish the greatest production.” 


IAS Enrollments from GMC 


The Allison Division of General Mo- 
tors Corporation has announced that it is 
enrolling 155 additional employes for 
training with the International Account- 
ants Society. Enrollments of this new 
group are for either the basic accounting 
course or for the diploma course. Allison 
has been enrolling its employes in IAS 
since November 1950. Since October 
1947, General Motors Corporation and 
six of its divisions have sponsored a grand 
total of 1,161 enrollments for IAS train- 
ing, either in resident class instruction or 
through extension courses. 
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Southeastern Pipe Line Co. 


Atlanta 


Fahian Rachrach 


EDWARD TUBBS 
International Minerals & 
Chemical Corp. 
Chicago 


JAMES M, REID 
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Fort Wayne 


FRED W. MILL 
The National Supply Co. 
Los Angeles 


G. T. SCHARFFENBERGER 
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Corp. 

Newark 


FRANKLIN M. BEALL 
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The Gap Between the Electronics Engineer 


and the Accountant 


(Continued from page 362) 


plosion of bills of materials, and so on, 
are major headaches in many manufactur- 
ing plants today. An electronic system 
would offer considerable assistance for 
carrying on these routine tasks. 


PLANNING 

Symbolic representation of the measur- 
able quanta in a business situation and 
choice of an optimum or a strategic posi- 
tien through the use of mathematics is an 
intriguing possibility. Considerable work 
has been done in the field of linear pro- 
gramming, operations research, and other 
such techniques. The hope exists that to a 
certain extent management problems may 
be susceptible to this scientific treatment. 
Certainly a system designed for installa- 
tion in a large company should keep this 
possibility in mind. 

There is room here for no more than a 
hint of the possibilities of improved tech- 
niques and procedures for analysis that the 
new equipment will make more feasible. 
It is a field that calls for considerable re- 
search, but we are hampered from entering 
it at present because we cannot test our 
theories to the fullest extent. Recording 
and communication systems are not yet de- 
veloped sufficiently. They seldom provide 
data quickly enough for an analysis to be 
made and returned to managers in time to 
affect the activities concerning which the 
report is made. 


CLOSING THE GAP 


The gap between the engineer and the 
accountant should be closed. It is a major 
deterrent to progress. But what can the 
controller do? There seems to be no easy 
answer. Everyone involved needs to learn 
new languages, new ideas, new attitudes. 
Engineers can study accounting and at- 
tempt to achieve a moderate understanding 
of systems; the problem for accountants 
is somewhat more difficult. A few courses 
in engineering will not be of much help. 
As with an automobile or a telephone, 
little knowledge of the engineering speci- 
fications is required in order to operate the 
equipment. What is needed instead is an 
understanding of what the machines can 
do and of the way problems must be set up 
so the machine can handle them. 

There seems to be good evidence that 
mathematicians may serve as a link. In a 
number of cases they have demonstrated 
the ability to understand the accounting 
problems and to formulate them in terms 
that the machines can handle. They have 
been able to help the systems and proce- 
dures staff determine the type of informa- 
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tion which must be gathered in order to 
meet the needs of the system. In addition, 
they are developing new techniques for 
analysis of the data. 

To further this link, at one large com- 
pany a group from the systems and proce- 
dures staff, men from several levels of au- 
thority up to and including the manager of 
accounting, have enrolled in an evening 
course in algebra. 

Viewing the problem from the over-all 
aspect, it seems apparent that the coopera- 
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tion of every company executive is needed. 
The coming changes will affect each of 
them. To the extent that they misunder- 
stand requests for information, or deliber- 
ately hold back facts, or refuse to make use 
of the new possibilities, to that extent any 
proposed system will be less suitable. 


SUGGESTED COMPANY PROCEDURE 


No single source of information about 
this new field is sufficient. There is reason 
to believe that some installations will em- 
ploy components produced by more than 
one manufacturer. The larger electronic 
manufacturers are opposed to this view, 
but the controller should be prepared to 
evaluate the situation in the light of his 
particular requirements. 

Someone should be delegated to read 
the material that is published in maga- 
zines,* attend conferences that are sched- 
uled by universities and other groups, 
study the current releases of the electronic 
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manufacturers, make friends with the ex- 
perts, and so on. It is a full-time job to 
cover this adequately and also to initiate 
the studies that are needed for the firm's 
internal requirements. This conclusion has 
been reached in several companies (and 
accounting firms) where men have been 
assigned full time to the project of study- 
ing the developments and preparing the 
information that will some day be required 
by the company. 

In cases where full time cannot be de- 
voted to this, a part-time effort to become 
acquainted with the more important de- 
velopments certainly is justibied. These 
problems are not likely to be solved by the 
invention of a machine which will do any- 
thing and everything, inexpensively. 

Needs differ in each situation. A com- 
pany which prepares in advance, so it can 
set forth its requirements in terms that en- 
gineers can understand, may gain a lead 
that competitors will find difficult to over- 
come. 

Another approach has been taken in 
certain fields such as banking and insur- 
ance, where groups drawn from several 
companies have been set up in order to 
make a cooperative effort. They are study- 
ing developments of interest to their types 
of operation, and in some cases are even 
sponsoring research. 

If nothing more is done, someone from 
the company should at least establish con- 
tact with consultants. Mathematicians 
and engineers, mostly connected with the 
computer manufacturers, are the major 
source of help at present. Accounting firms 
and business management counsellors are 
hastily entering the field and should be 
able to provide some assistance. A few in- 
dependent system designers are available. 
A number of the universities have projects 
underway, which the businessmen should 
encourage. 


CONCLUSION 


The controller has ultimate responsi- 

bility to lead his company into this new 
field. He should work towards closing the 
gap between the engineers and his ac- 
countants. Through assignments of duties 
to his men, and through his contacts with 
representatives of the suppliers of his 
data-processing equipment, he can demon- 
strate his intention to obtain the benefits 
of electronic developments. 
*See Paul G. Drescher, “Some Timely and 
Pertinent Observations on the State of Electron- 
ics Today: A Controller's View,” The Control- 
ler, July 1952, p. 318. 

* See chart in M. E. Davis, ‘‘A Timely Report 
on Electronic Computers and Allied Equip- 
ment,’ The Controller, October 1952, p. 465. 

* Industrial Logistics Research Project Discus- 
sion Paper No. 33, Electronic Computers and 
Accounting by Paul Kircher. 

* Suggested reading: Harvard Business Review, 
March-April 1954; Scientific American, January 
1954; Proceedings of the Institute of Radic 
Engineers, October 1953 (300 pages devoted to 
computers—much of it understandable by the 
layman). 





and FULLY AUTOMATIC... 


the calculator that PRINTS! 


Completely new...completely different! The Model 99 Printing 
Calculator. It multiplies, divides, adds and subtracts. It per- 
forms every one of these calculations with greater efficiency 
than any previous machine of its kind. Above all, among 
its many other features, it provides automatic multiplication 
and credit balances plus simpla tape, the two-color printed 


record of each and every calculation. 


Write for free booklet number C669. 
Room 1810 315 Fourth Avenue, New York 10, N. Y. 


Mremington. Mandl 





Defense Against Recession 


ATIONAL DEFENSES against economic 
N decline, though stronger than ever 
before, can and should be strengthened, 
according to a study by the Research and 
Policy Committee of the CED. 

The new study relased by the Commit- 
tee on Economic Development, “Defense 
Against Recession,’ concludes that changes 
in the Nation’s financial, budgetary and 
psychological situation have greatly re- 
duced the tendency of the economic sys- 
tem to multiply a Gideticoscy impact. The 
significance of this, the Committee points 
out, is that while there is no guarantee 
against recessions, what in earlier circum- 





STATISTICAL CONTROLS 
and 
SAMPLING PLANS 
for 


THE OFFICE 


@ Send for folder on reducing 
clerical costs and improving 


managerial controls. 


ALEX L. HART ASSOCIATES 
35 Wall St. New York 5, N. Y. 
Whitehall 4-5896 








stances might have been a severe depres- 
sion, also, what might have been a mod- 
erate recession can now be relatively mild. 

The 50-page report, “Defense Against 
Recession: Policy for Greater Economic 
Stability,” is a long-range appraisal of 
the country’s ability to resist and recover 
from economic declines. It is not designed 
to be “a blueprint for action,” the Re- 
search and Policy Committee chairman, 
Frazar B. Wilde of Hartford, president 
of Connecticut General Life Insurance 
Co., said in a foreword. ‘““We have tried 
to clarify the nature of the problem and 
the ways in which solutions may be 
found.” 

The Committee stressed the important 
part that the individual business has to 
play in increasing economic stability and 
offered recommendations for improved 
business policy with respect to inventories, 
capital investment and sales effort to help 
avert recessions, 

Many factors have tended to make the 
economy better able to overcome reces- 
sions than in the past: 

The country’s financial condition is 
stronger. Business and farm debts are 
lower, relative to assets and earnings. Pri- 
vate debt, notably mortgages, is on a 
longer-term basis. The total of consumers’ 
assets is large. Banks and other financial 
institutions, with the Federal Reserve Sys- 
tem able to supply funds as needed and 
with a heavy proportion of deposits guar- 
anteed, can keep credit channels open and 
encourage expansion. Longer-term plan- 
ning by business has increased. 

Changes which have occurred in the 
Federal budget and other government pro- 
grams since the Great Depression also 
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will help to cushion declines, by sustaining 
consumer incomes and demand. Among 
these are unemployment compensation, 
social security, farm price supports, and 
the fact that in a recession tax payments 
decline rapidly, thus helping to sustain 
private incomes. 

The Committee proposes a number of 
measures to strengthen the stabilizing fac- 
tors already existing in the economy, such 
as unemployment insurance, and goes on 
to recommend various measures that would 
be available as emergency programs in the 
event of serious decline. 


ON THE PART OF THE GOVERNMENT 


The Committee reiterated the position 
it has taken since 1947 that the cash 
budget should be balanced under condi- 
tions of high employment. Such a policy 
would utilize the stabilizing effect of the 
automatic drop in federal tax receipts and 
rise in certain government expenditures 
during a recession. Attempts to increase 
taxes to balance the budget during a re- 
cession would only stimulate further de- 
cline. 

In this connection it is pointed out that 
government operations would be severely 
restricted in a recession without some pro- 
vision for an increase in the federal debt 
limit. 

To strengthen the automatic stabilizing 
features of the budget, speedier income 
tax refunds should be granted because in 
times of intermittent employment they 
would total much more than the normal 
$2.5 billion a year. It also urged that, 
for tax purposes, businesses be permitted 
to apply operating losses against profits of 
the two preceding years rather than one 
year as at present. 

But if the various stabilizing factors— 
supplemented by flexible monetary policy 
and other more general measures—prove 
insufficient, the government should be pre- 
pared to make vigorous use of its more 
powerful but less flexible instruments, 
such as large-scale tax cuts and public 
works programs. 

By cutting the present high tax rates, 
it would be possible to reduce tax collec- 
tions by billions of dollars on very short 
notice, and thus offset a large part of the 
decline in private after-tax incomes that 
occurs in a recession. “The possibilities of 
adding to total expenditures quickly by 
increasing government expenditures are 
more limited,” the Committee added. 
‘However, advance plans and prepara- 
tions have been made that would appear to 
permit an increase of about $1.5 billion 
in federal construction expenditures within 
one year after the decision to undertake 
the expansion.”’ Inadequate advance prep- 
aration and financial difficulties limit the 
possibility of quick acceleration of state 
and local construction, but these limita- 
tions are not insuperable. 

Government plans for an emergency tax 
cut should be made well in advance and 
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discussed with Congressional leaders, if 
it is to be fully and quickly effective. The 
tax cut should normally take the form of 
an across-the-board cut in individual in- 
come tax rates, but there may be circum- 
stances in which other tax cuts should be 
made as well. The initial cut should be 
substantial and should be followed by 
other cuts as necessary. The cuts should 
automatically expire—subject to renewal 
by positive action—after a specific period, 
such as one year. 

The Administration should be given 
clear authority to adjust the terms of fed- 
eral loans and loan guarantees to the needs 
of economic stabilization, in the Commit- 
tee’s opinion, and coordinate them through 
a Federal Loan Council which would in- 
clude the chief agencies involved. Al- 
though the possibility of easing federal 
credit terms is restricted by the generally 
easy terms already in force there is some 
room for easier terms, especially for mod- 
ernization loans and for mortgages on 
higher-priced homes. 

The Committee made several sugges- 
tions for reducing the problem of deciding 
what to do when there is a danger of do- 
ing too much too soon, and causing infla- 
tion, as well as a danger of doing too 
little too late. It said the possibility of 
error can be reduced by improving the 
quality of forecasts through broader sur- 
veys and faster reporting of business sta- 
tistics as well as consumer and business 
spending plans. But whatever the progress 
in forecasting, we shall have to contend 
with the probability of errors. Therefore 
we cannot emphasize too strongly the im- 
portance of making action more flexible, 
of shortening the interval between the de- 
cision to act and the effects of the action, 
in order to reduce reliance on long-period 
forecasting. 


ON THE PART OF BUSINESS 


Individual businesses can make a greater 
contribution to stability than they have in 
the past. In part they can do this by doing 
better the things they already do well— 
such as developing new products to satisfy 
new wants, applying improved production 
methods to reduce costs and bring more 
products within the reach of more people, 
and selling constructively. The Committee 
cautioned against automatic cuts in adver- 
tising and sales budgets if sales decline. 
Businesses should appraise the possibili- 
ties that will exist for maintaining sales 
by redoubled effort in an economy where 
income and savings will still be large. To 
make a further contribution to stability, 
businessmen will have to do things they 
have not done so well in the past, prin- 
cipally by developing more stable inven- 
tory and capital investment policies. 

Fluctuations in inventories and in plant 
and equipment expenditures have been 
both cause and result of recessions, the 
Committee said. These could be moder- 
ated, if businesses planned their invest- 
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ment programs with more attention to 
long-run growth prospects and less to 
short-run economic swings, and if more 
businesses avoided inventory speculation, 
holding their stocks to the minimum level 
needed for efficient operation. Businesses 
should maintain adequate stocks so as to 
be able to pursue their volume opportuni- 
ties aggressively. 

Unstabilizing inventory practices would 
be greatly reduced if trade associations and 
government agencies would increase the 
flow of more up-to-date and complete sta- 


tistical information on inventories, sales 
and other subjects. 


ON THE PART OF 
FINANCIAL INSTITUTIONS 

Private financial institutions, the Com- 
mittee said, have a responsibility not only 
to conserve the funds entrusted to them 
but also to use these funds to provide the 
credit needed by a growing economy. This 
will involve some risks which, within lim- 
its, the financial institutions should be in 
a position to bear. Also businesses should 
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get their financial houses in order. The 
corporation that has a balanced capital 
structure with adequate equity and a com- 
fortable dekt service is a good candidate 
for either current borrowing or term bor- 
rowing if it wishes to take advantage of 
its credit. 


ON THE PART OF STATE 
AND LOCAL GOVERNMENTS 


Expansion of unemployment compensa- 
| tion was among the Committee's sugges- 
| tions for action by state amd local govern- 
| ments, including increases by many states 
| of the maximum weekly benefit and the 
benefit period. Administration should be 
| improved and eligibility rules reconsid- 
/ered to reduce unjustified benefit pay- 
| ments. The Federal Government was 
urged to establish a loan fund for state 
| unemployment compensation funds in 
| danger of exhaustion. State and local gov- 
| ernments, as well as the Federal Govern- 
| ment, should expand their planning for 
| public works projects which could be un- 
| dertaken in an emergency. The Federal 
| Government was urged to offer loans for 
| such planning and to prepare an advance 
| program of credit support for actual con- 
| struction by state and local governments. 
| Other suggestions to ease the public 
_ works financing probiems of state and 
local governments included annual budg- 
| eting of public works reserve funds and 
revision of obsolete debt limits. The possi- 
| bility of establishing local authorities for 
| revenue-producing projects was pointed 
out. The Committee suggested that states 
might reduce smaller subdivisions fund- 
| raising difficulties by centralized market- 
ing, a device used successfully in North 
Carolina. 





ON THE PART OF 
VOLUNTARY GROUPS 
| Voluntary organizations at the local 
| level, including businessmen, local gov- 
| ernment officials and other civic leaders, 
'can do much to stimulate constructive ac- 
| tion by all sectors of the community, the 
Committee said. Where special local un- 
| employment problems exist, voluntary 
| groups can be effective in encouraging the 
| development of new industries. And lo- 
cal groups can forestall the emergence 
| of such problems by surveying their com- 
munity’s economic prospects and taking 
| corrective action if a future deficiency of 
| employment opportunities is revealed. 
| Our economy can achieve its high po- 
| tential without violent fluctuations, the 
| Committee concluded. We base our con- 
| fidence upon many facts—such as strength- 
| ening of our financial and economic struc- 
| ture, the longer-term perspective of busi- 
ness planning, the stabilizing influence of 
unemployment compensation and income 
| taxation, the other powerful instruments 
| now available and the improved under- 
| standing of their use. 
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TAXATION IN THE UNITED STATES* 
By Randolph E. Paul 


| Reviewed by J. H. LANDMAN 
Tax Attorney 
New York 


This book is a definitive study of the 
| interrelationship between our revenue acts 
| and the current social and economic life 
| of our country. It starts with the Colonial 
| period and runs along rapidly with cre- 
| scendo to the Contemporary. (In this 

sense, the book constitutes a supplement 
| to Sidney Ratner’s “American Taxation,” 
| which is devoted to an account of the his- 
| tory of the United States taxation up: to 
| World War I.) 

Its thesis is that taxation is more than 

| the price we pay for our civilization. It 
also regulates and controls our national 
| social and economic existence, such as in- 
| flation, the cost of commodities, and in- 
| centives for selected industries. The book 
is not a mere ¢htonology of our tevenue 
| acts; it is an interpretative account of their 
| underlying philosophies, their pertinent 
| human conflicts and their political expedi- 
| ences..It.is a defense of the age of Key- 
| nesian-Roosevelt New Deal economics, 
during which period the author was Spe- 
| cial Tax Consultant to the President and 
| the Treasury Department from 1937 to 
1941, Special Assistant and Tax Advisor 
| to the Secretary of the Treasury in 1941 
| and 1942, amd General Counsel of the 
| Treasury from 1942 to 1944. 
| His book is a survey of the efforts of 
| the New Deal mentors who sought to 
| forge taxes which would not only provide 
| revenue but would also bring about ‘‘eco- 
nomic justice” and social welfare. Each 
period of American history has had its 
own tax pattern depending upon the de- 
mands of the articulate classes and the 
prevailing concepts of justice. The author 
| discusses the efficacy with which the New 
Deal fiscal policy of pump-priming, gov- 
ernment controls, and revenue acts helped 
the recovery of our national economy from 
the abyss of the Great Depression of 
1929. 
The reviewer is in complete accord with 
| Paul’s observations on the function of the 





revenue acts in our society. The reviewer 
now presents some of his own reflections 
on the applicability of the thoughts in the 
author's book with the hope that they will 
not detract from the genuine merits of 
this great book. 

That the revenue acts and the rest of 
our fiscal policy affect our national well- 
being is indisputable. Some complain, 
however, that there is too much govern- 
ment control and intervention, despite the 
fact that without much of it we run the 
risk of suffering the dire results of reces- 
sions, depressions and chaos, which might 
terminate in communism. Ours is a demo- 
cratic government. Functionally, however, 
it is one by and for a majority of minori- 
ties. Unfortunately, these minorities, 
steeped too often in ignorance or in selfish 
interests, exert insidious influences on 
Congress. The fact that their lobbyists are 
legally registered does not protect Repre- 
sentatives and Senators from their con- 
trivances. 

Tax law is abstruse; national fiscal pol- 
icy is obtuse. Little wonder that our coun- 
try is the most tax-burdened and the most 
extravagant on earth. The fault lies in the 
impromptu setting up of national pro- 
grams and the enactment of inadequately 
studied revenue-raising laws by Congress- 
men who vie frequently with pressure 
groups for superiority in ignorance, in 
credulity or in just plain self-interest. A 
criticism, for example, of our high tariff, 
agricultural price supporting, high deple- 
tion deductions on natural resources, and 
the rapid amortization of defense projects 
is not that they are inherently wrong but 
that they are not necessarily part of a pre- 
conceived well-thought-out program for 
the national welfare. 

The blunder does not lie in the failure 
of our Federal Government to employ the 
necessary experts, but in the lack of re- 
gard for their advice so often displayed by 
both Houses of Congress. The Executive 
Department has at its command the Treas- 
ury Tax Staff, the Bureau of the Budget, 
and the Council of Economic Advisers; 
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Congress, on the other hand, has at its 
beck and call the Staff of the Joint Com- 
mittee on Internal Taxation, if it would 
only have greater regard for its opinion 


A step in the direction toward the 
furtherance of the idea of democracy by 
experts was H.R. 7888, dated May 16, 
1952, to provide for more effective evalu- 
ation of the fiscal requirements of the ex- 
ecutive agencies of the Government. It 
was passed in the United States Senate 
but was defeated in the House of Repre- 
sentatives. At this time there are no other 
legislative-executive organizations in our 
Federal Government serving a purpose 
comparable to our present taxing proce- 
dure, notwithstanding all its limitations. 

Now that the articulate classes in our 
society realize more than ever before that 
the tax acts do more than raise revenue to 
defray the cost of government, fiscal pol- a” 
icy has become more significant than the 0! 
revenue acts. It is therefore more impor- 
tant to have a government committee of 
experts to advise on fiscal policy than on 
the revenue acts. Tax men, including the 
reviewer, might also be admonished to 
limit their advice to the Government to 
perfecting tax statutes and to relegate the 
problems of federal tax rates, budget, 
debt, tax incentives and the like to those 
who specialize in fiscal policy. By and 
large tax men lack the competence to ad- 
vise on fiscal policy. By training and ex- 
perience their thinking in defense of in- 
dividual taxpayers is antagonistic to the 
national welfare. Our author, Randolph 
Paul, is one of the few of us who is both 


* Published by Little, Brown and Company, 


THE Tax LAW OF THE STATE OF NEw DEC 
YorK (as of June 1954). Commerce aa 
Clearing House, Inc., 214 North Michi- 


STRATEGIC AREAS IN Cost REDUCTION. 
Manufacturing Series. Number 215. 
American Management Association, 330 
West 42nd Street, New York, N. Y. 


THE CREDIT SIDE OF SELLING. By Edwin 
B. Moran (64 pp.—digest booklet). 
The Dartnell Corporation, 4660 Ravens. 
wood Avenue, Chicago, Illinois. Single 
copies 40 cents (quantity prices avail- 


SPENDING FOR INDUSTRIAL RESEARCH 
1951-1952. By DeWitt C. Dearborn, 
Rose W. Kneznek, and Robert N. An- 
thony. Division of Research, Graduate 
School of Business Administration, Har- 

vard University, Boston 63, Mass. $2.50. 











One East Forty-second Street 








CONTROLLERSHIP FOUNDATION, 


Controller hit 


Goundation 


will soon publish two reports on 


topics of great interest to controllers 


BUSINESS APPLICATIONS 


ELECTRONIC 
MACHINES 


An annotated bibliography on this subject directs 
the attention of controllers to nontechnical sources 
of information. It also lists known locations of elec- 
tronic equipment to make it easier for interested ex- 
ecutives to see them in actual operation. This publi- 
cation also includes notes on courses, seminars and 


conferences to be offered within the coming year. 





CE ind TRALIZATION 
VERSUS, 
CENTRALIZATION 


This is basically a study of how far decentralization 
should be carried in the Controller's Department. It 
examines the factors which influence the eftective- 
ness of the Controller's Department in terms of: 
Providing informational service of high quality; 
Performing the service effectively; and 
Facilitating development of executive personnel, 


especially in the field of Controllership. 












INC. 
New York 17, N. Y. 


















THE CONTROLLER CAMERA COVERS A DIRECTORS MEETING 

















Pcs - 
Hicaco |= 


Chicage, Illinois 

Thirty-five officers of Controllers Insti- 
tute of America were present at the meet- 
ing of the National Board of Directors 
held in Chicago on June 25, during the 
course of which election of officers for the 
year beginning September 1 took place. 
Also attending the meeting were members 
of the Advisory Council, officers of Con- 
trollership Foundation, presidents of Con- 
trols, and chairmen of National Commit- 
tees. 


Those seated at the left table (clockwise, 
beginning at the extreme left) : 

J. E. Heidgen (Grand Rapids), vice 
president-elect, Region VI; Charles H. 
Yardley (Philadelphia), vice president, 
Region III; George H. Hetley (Buffalo), 
vice president-elect, Region II; T. W. 
Bryant (Chicago), trustee of Controller- 
ship Foundation; E. L. Grimes (Balti- 
more), national Board chairman; A. D. 
Harder (Dallas), vice president, Region 
IX; R. L. McVey (Houston), vice presi- 
dent-elect, Region IX; J. McCall Hughes 
(New York), Foundation president-elect. 
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Ai the center table (foreground) : 

C. R. Fay (Pittsburgh), national presi- 
dent-elect; C. Z. Meyer (Chicago), na- 
tional director at large; R. W. Sandburg 
(Cincinnati), vice president, Region VII; 
John McFarland (Philadelphia), chair- 
man of the national Committee on State 
and Local Taxation; James B. Pollard 
(Atlanta), vice president-elect Region 
V; Arthur H. Wiedeman (New York), 
Committees Secretary; Vincent C. Ross 
(New York), national director at large. 


At right table (extreme left to right): 

Wilson K. Minor (San Francisco), vice 
president, Region X; Wm. A. Crichley 
(Cleveland), national director-elect; C. J. 
Kushell, Jr. (New York), chairman of 
the Executive Committee; James L. Peirce 
(Chicago), vice president-elect, Region 
VIII; Carl M. Blumenschein (Chicago), 
general chairman, 1954 Annual National 
Conference; George W. Schwarz (Wyan- 
dotte, Mich.), national president; Harold 
A. Ketchum (Rochester), national direc- 
tor; Joseph C. Huehn (St. Louis), na- 
tional director. 


Standing in the first row, left to right: 

Harry C. Hahn (Milwaukee), national 
director-elect; Roger A. Yoder (Detroit), 
chairman, national Planning Committee ; 
A. L. Fowler (Philadelphia), president, 
Controllership Foundation; Einar B. 
Oyaas (Clinton, Iowa), national director ; 
George B. Whitfield (Chicago), member 
of the Advisory Council; T. P. Carley 
(Chicago), national director; H. P. Gang- 
wer (Sparta, Mich.), outgoing president, 
Western Michigan Controi; Wilfred 
Godfrey (Boston), chairman of the Fed- 
eral Taxation Committee; Arthur Sur- 
kamp (New York), vice president, Con- 
trollership Foundation. 


Standing in the back row, \eft to right: 

Stuart W. McLaughlin (New York), 
Institute treasurer-elect; Wm. H. Schrader 
(Syracuse), national director-elect ; Ernest 
J. Meuten (West Hartford), vice presi- 
dent-elect, Region I; Ralph O. Linville 
(Kansas City), vice president-elect, Re- 
gion VII; Paul Haase (New York), man- 
aging director, Controllers Institute. 
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CLOSEUPS 


Left to right: 

Retiring National President George W. 
Schwarz and retiring Board Chairman Ed- 
mund L. Grimes congratulate newly 
elected President C. R. Fay. 


Left to right: 

Paul Haase and C. J. Kushell, Jr. (ex- 
treme right) step into the picture with 
George W. Schwarz, Edmund L. Grimes 
and C. R. Fay. 


Left to right: 

Newly elected President Fay is photo- 
graphed at luncheon with C. Z. Meyer, 
chairman of the Institute’s Committee on 
Nominations. Mr, Meyer is a past presi- 
dent and past Board chairman of the In- 
stitute; he is vice president and comptrol- 
ler of the First National Bank of Chicago. 
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of New York 


140 BROADWAY 
FIFTH AVE, AT 44th ST. MADISON AVE 


40 ROCKEFELLER PLAZA 


AT 60th ST. 
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Condensed Statement of Condition, June 30, 1954 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and Due 


from Banks and Bankers 
U. S. Government Obligations 
Loans and Bills Purchased 
Public Securities . . . 
Stock of Federal Reserve Bank 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Receivable. . . ee 
Real Estate Bonds and ittexctgnene 
Bank Premises . . 7a 


Total Rekounes > ee Male 


LIABILITIES 


Capital (5,000,000 shares - $20 par) . 

Surplus Fund. ee ed 

Undivided Profits . ... . 
Total Capital Funds . . 

Deposits . . 

Foreign Funds Sue “a 


Acceptances . . . $ 24,552,941.18 


Less: Own Auinenibnces Held fond 
Investment. ES ec ae 


Dividend Payable July 15,1954 
Items in Transit with a 
Branches ; 
Reserve for Expenses onl ‘Faxes 
Other Liabilities. 
Total Lsbilicies 


Securities carried at $236,936,472.13 int 


powers, ¢ 


. $101,676,601.18 

9,000,000.00 
49,225,429.57 
11,729,302.90 


15,422,349.49 
1,101,536.25 


. $100,000,000.00 
200,000,000.00 
99,768,417.73 


12,791,780.02 
11,761,161.16 
3,750,000.00 


569,986.85 


20,044,169.28 
7 171, 257. 98 


¢ statement are pledged to qualify for 


. $ 628,929,977.97 
985,818,549.66 
1,208,416,901.42 





SRR pCR TE RTT. + 


188,155,219.39 
oe. 8,181,809.89 


a - $3,019,502,458.33 





PRET x 


Po LAREN Le 


-. $ 399,768,417.73 
2,559,449,965.33 
16,987,500.00 





I 





; 

i 
43,296,575.27 
458.33 


. « « $3,019,502 


fiduciary 

















WILLIAM L. KLEITZ 
President 


J. LUTHER CLEVELAND 
Chairman of the Board 


THOMAS P. JERMAN 


Vice-President 


ALFRED R. THOMAS 


ice-President 


DIRECTORS 


Chairman of the Board, 
Duke Power Company 


J. LUTHER CLEVELAND Chairman of the Board 
W.PALEN CONWAY 


CHARLES P. COOPER President, 
The Presbyterian Hospital in the City of New York 


WINTHROP M. CRANE, JR Chairman of the 
Board, Crane & Co., Inc., Dalton, Mass. 


STUART M. CROCKER Chairman of the Board, 


The Columbia Gas System, Inc. 


GEORGE G. ALLEN 


JOHN W. DAVIS of Davis Polk Wardwell 


Sunderland & Kiend! 

ae E. DUNLAP President, 
e Berwind-White Coal Mining Company 

wii S. FRANKLIN President, 
The Long Island Rail Road Company 

W. ALTON JONES Chairman of the Board, 


Cities Service Company 


CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
WILLIAM L. KLEITZ 
CHARLES 8. MUNSON Chairman of the Board, 
Air Reduction Company, Inc. 

WILLIAM C. POTTER 
GEORGE E. ROOSEVELT 
CARROL M. SHANKS President, 
The Prudential Insurance Company of America 
EUGENE W.STETSON Chairman, Executive 
Committee, Illinois Central Railroad Company 
KENNETH C. TOWE President, 
American Cyanamid Company 
THOMAS J. WATSON Chairman of the Board, 
International Business Machines Corporation 
CHARLES E. WILSON Trustee, 
The Ford Foundation 
ROBERT W. WOODRUFF Chairman, 


Executive Committee, The Coca-Cola Company 


President 


of Roosevelt & Son 


Member Federat Deposit Ingurance Corporation 
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LONG SHOTS & CLOSEUPS 
WITH THE CONTROLLER CAMERA 


Birmingham, Ala. 

The Birmingham Control of Control- 
lers Institute celebrated its 10th anniver- 
sary on May 6 at a dinner meeting at 
which time officers for the ensuing year 
were elected. Shown in the photo above at 
the extreme left is the newly elected presi- 
dent, William C. Jones, controller, Ala- 
bama By-Products Corporation, and at 
the extreme right is the outgoing presi- 
dent of the Control, Hartwell A. Greene, 
comptroller, Tennessee Coal and Iron Di- 
vision, U.S, Steel Corporation. 


Memphis, Tennessee 

The members of the Memphis Control 
of Controllers Institute celebrated the fifth 
anniversary of the founding of their Con- 
trol at a banquet at the Hotel Claridge in 
Memphis on June 1. Seated at the table 
(far side—left to right) are: 

Mrs. Emmett J. House; Herman L. 
Scott, cashier, First National Bank of 
Memphis, a 1953-54 director of the Con- 
trol; Mrs. Merrell A. Dukes; Lewis P. 
Gates, assistant treasurer-comptroller, 
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John A. Denie’s Sons Company, a director 
of the Control, 1954-55; Cecil A. Coombs 
(guest); Mrs. Charles Harrelson; Louis 
G. Ost, secretary-treasurer, Layne & 
Bowler, Inc., 1953-54 president of the 
Control; Charles A. Harrelson, secretary- 
treasurer, Plough, Inc., past president of 
the Control 1950-51, and trustee of Con- 
trollership Foundation, 1952-54; Mrs. 
Warren S. Wagner; Merrell A. Dukes, 
controller, B. Lowenstein & Brothers, Inc., 
secretary-treasurer of the Control, 1954- 
55; Mrs. Louis G. Ost and Mrs. Merle J. 
Hansen. 
(Near side of the table—left to right): 
Merle J. Hansen, treasurer, Cole Manu- 
facturing Company, director of the Con- 
trol, 1953-54; Mrs. Herman L. Scott; J. 
H. Worman, secretary-treasurer, E. L. 
Bruce Company; Mrs. Ennis Hughes; 
Warren S. Wagner, secretary and treas- 
urer, The National Toddle House Corp., 
secretary-treasurer of the Control, 1953- 
54, and vice president, 1954-55; Mrs. 
Lewis P. Gates; and Ennis Hughes, comp- 
troller, McGregor’s Inc., president of the 
Control, 1954-55, following his term as 
vice president of the Control, 1953-54. 





Are OFFICE Costs 
eating away 
YOUR PROFITS? 


Consider these Facts: 


@ One clerical worker for every 10 plant 
workers a few years ago... Now it's 
5 to 10! 

@ Industry spends millions to streamline 
production, cut manufacturing costs 

While office paper-work has 
mushroomed enormously ! 

@ Every fraction of a cent saved in 
manufacturing increases profits .. . 
Yet every penny spent in office opera- 
tions must come from profits! 

@ For every dollar spent in buying 
forms, from $10 to $20 is spent for 
clerical expense ! 


The KNOX PLAN May be the Answer 
to Your Costly Paper-work Problems! 


Because Paper-work daily becomes more 
important, efficient paper-work is essential to 
profits. Many businesses attribute increased 
efficiency and added profits to the savings 
effected through the KNOX PLAN. For over 20 
years the Knox Company has installed paper- 
work and clerical control programs saving 
countless man-hours and hundreds of thousands 
of dollars for automotive parts, banks, building 
materials, glass, chemical, hotels, insurance, 
oil, paint, textile and other businesses 


Find Out About the KNOX PLAN Today! 


It costs nothing to discover the KNOX PLAN 
advantages for your business. If Paper-work 
and clerical expense are gnawing at your 
profits, mail the coupon today for complete 
information. 


FRANK M. KNOX CO. INC. 


Consultants to business 
firms for over 2 decades’ 


ee ee ee 


Frank M. Knox Co., Inc. 

1009 Rockwell Avenue 

Cleveland 14, Ohio 

We are interested in complete details about the 
KNOX PLAN to reduce our paper-work and 
clerical expense. Please send this material to 


Company....... 
Street. . 


City 








Manual on Allocating Newspaper Costs 


A cost allocation manual for news- 
papers, which relates the cost accounting 
system to units of product sold, is being 
distributed to members by the Institute of 
Newspaper Controllers and Finance Of- 
ficers, New York. Prepared by the organ- 
ization’s Committee for the Study and 
Development of Newspaper Cost Systems, 
it provides a means of allocating the 
proper proportion of expenses to the news- 
paper's two customers—the advertiser 
and the reader. 

According to G. S. Phillips, comptrol- 
ler and assistant secretary and assistant 
treasurer, the Washington (D. C.) Post 


and Times-Herald, who served as chair- 
man of the Committee, the underlying 
concept of the system is that a newspaper 
renders two services. One is to the 
subscriber in the assembly, printing and 
distribution of news and editorial con- 
tent. The other is to the advertiser in the 
assembly, printing and distribution of ad- 
vertising matter. 

“This concept and the resulting appli- 
cation provide a long-needed tool for 
accounting officers to employ when re- 
porting and interpreting costs and related 
information to management,” the Com- 
mittee explains in the report. “It is the 


How to Avoid “Bloodshed” In Your Office 


All signs point clearly to a revolution in office 
procedure in the months ahead. 


Management is faced with a paradoxical 
problem. On the one hand, constantly-mount- 
ing clerical costs must be reduced. At the same 
time, increasing work loads make it out of the 
question to cut down on office personnel. It’s a 
situation that calls for revolutionary methods. 


Just as “push-button” techniques have in- 
troduced a new era in production, automatic 
methods through “mechanical brain’ equip- 
ment are providing the most practical means 
for slashing clerical costs and improving office 

jure. 


Since 1932, Statistical Tabulating Company 
has been working with management in apply- 
ing the speed, efficiency and economy of 
aitianbial facilities to clerical requirements. 
Today, this organization provides a service 


sc 
STATISTICAL TABULATING COMPANY 


Established 1933 - 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


CLEVELAND 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 
NEWARK 
National-Newark Bldg. 
MArket 3-7636 


that utilizes the wonder machines and auto- 
matic techniques to revolutionize office proce- 
dure and reduce costs to a minimum. Through 
it, office loads are being re-appraised and re- 

. Manual operations are giving way to 
mechanical tabulating. Machine accounting is 
opening new avenues of savings in time, 
personnel and money. 


No question about it—the automatic age in 
office operations is dawning, creating a blood- 
less revolution all over the country. The con- 
tinuing expansion program at STATISTICAL re- 
flects the faith of this organization in ‘‘push- 
button” techniques as the solution to excessive 
clerical costs and increasing work loads. 


SratisTica’s long experience is available to 
you in getting a quick appraisal of your clerical 
picture. It’s a situation that calls for action . . . 
now. That’s why it will pay you to talk over 
your problem with a SraTisTicaAL methods 
engineer. Just phone or write the SraTIsTICAL 
office nearest you for an appointment at your 
convenience. No obligation, of course. 


Michoel R. Notaro, President 


ST. LOUIS 


411 No. Tenth St. 
CHestnut 1-5284 


1367 East 6th Street 
SUperior 1-8101 





essential prelude to accurate forecasting 
and budgeting, as well as to evaluating 
the contributions which are made to over- 
all con or loss by individual operations 
or departments. The method also facili- 
tates practical comparisons as between 
separate newspapers, and provides man- 
agement with a factual basis for deter- 
mining policy and rates.’ 

Newspapers which use the Institute's 
“Standard Chart of Accounts for News- 
papers,” or which have similar classifica- 
tions, can employ the allocation system 
without changing their general accounting 
methods or the preparation of their finan- 
cial statements, the report points out, and 
others will be able to adopt it with little 
difficulty. 

Members of the Committee during the 
two years devoted to research and prep- 
aration of the report included: Ernest W. 
Adnitt, Toronto (Ont.) Daily Star & 
Star Weekly; Lyle K. Anderson, Minne- 
apolis (Minn.) Star & Tribune; S. F. 
Chapman, The Thomson Co., Toronto, 
Ont.; Edmund W. Downes, Hartford 
(Conn.) Courant; W. Raymond Hays, 
Louisville (Ky.) Courier-Journal & 
Times; Herbert E. Hetu, Sharon (Pa.) 
Herald ; Frank T. Hodgdon, Jr., Cleveland 
(Ohio) Plain Dealer; Peter King, Mil- 
waukee (Wis.) Journal; R. D. McGee, 
Philadelphia (Pa.) Evening Bulletin; 
T. F. Mowle, New York (N. Y.) Wall 
Street Journal; Roger P. Talmadge, Bos- 
ton (Mass.) Herald & Traveler; Herman 
O. Wilkat, St. Louis (Mo.) Globe-Dem- 
ocrat; Richard H. Wills, Roanoke (Va.) 
Times & World-News, and C. Arthur 


| Weis, St. Louis (Mo.) Globe-Democrat. 


Lawrence Long of the Louisville ac- 
counting firm of Yeager, Ford & Warren 
served as consultant to the Committee. 

Copies of the report, priced at $5.00 
per copy, are obtainable from the Insti- 
tute of Newspaper Controllers and Fi- 
nance Officers, whose headquarters are at 
230 West 41st St., New York 36, N. Y. 


Statistical Guide Issued 


A guidebook on how to organize a low- 
cost statistical library has been issued by 
the committee on business statistics of the 
Chamber of Commerce of the United 
States. It lists over 100 sources of informa- 
tion in various fields and tells where refer- 
ence books may be obtained and what they 
cost. Single copies may be obtained from 
the Chamber’s economic research depart- 
ment, Washington 6, D. C., at 50 cents. 
There is a discount of 25 per cent on five 
or more copies. 


Profit Leaks 


How to find and plug them 
McCORMICK & VOMPAN Y 


Consulting 9 Ts 
Park Building ge oa N. Y. 
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Depreciation Policy 


Replies to the 7th Annual McGraw- 
Hill Survey of Business Plans for New 
Plants and Equipment indicate that 90% 
of all manufacturing companies partici- 
pating in the survey usually reinvest all 
their depreciation allowances in new 
plants and equipment. When asked what 
they would do if depreciation allowances 
were substantially increased, about 55% 
said they would spend more for new 
plants and equipment; about 31% would 
rely less on outside funds while 27% 
would reduce outstanding debts. (The 
above figures add to more than 100% be- 
cause some companies reported more than 
one alternative. ) 


This Electronic World 


Sales of automatic control equipment 
rose 210 per cent from 1949 through 
1953, John Diebold, editor and associate 
publisher of Automatic Control, reported 
recently. Mr. Diebold spoke in conjunc- 
tion with the introduction of the new 
magazine, said to be the nation’s first de- 
voted exclusively to the automatic control 
industry. It is published by Reinhold Pub- 
lishing Corporation, New York. 


Machine “Brain” to Handle 
Auto Cover Policies 


A new automobile insurance policy that 
will be processed completely by electronic 
“brains” was announced by Hathaway G. 
Kemper, president of (American) Lum- 
bermens Mutual Casualty Co. of Illinois. 
Under the policy, known as Kemper- 
Matic, machines will search the master 
files for policies up for renewal, figure 
the premiums, compute the dividends and 
prepare the renewal statements which the 
agents will present to policyholders. 

Kemper-Matic, a six-months policy, 
provides the same coverage as the one- 
year policy but permits the payment of the 
annual premium in two installments. At 
renewal time, machines will relieve the 
agent of time-consuming administrative 
and bookkeeping details and will enable 
him to give better service to his policy- 
holders, according to Mr. Kemper. Agents 
will continue for the present to handle 
one-year policies for policyholders who 

refer them. To date, Kemper-Matic has 
Sain approved for use in 40 states and 
Mr. Kemper said he expects the apr 
Matic policy to have far-reaching effects 


oteA 


in the insurance world. ‘Our test opera- 
tions have demonstrated that many of the 
complicated insurance operations of com- 
panies doing business through agents can 
be handled more efficiently and economi- 
cally by machines,” he said. “Five years 
from today we may look back on our pro- 
cedures of today and feel that we were in 
the horse-and-buggy age.” 


U. S. Business Investment Abroad 

Investment in foreign business opera- 
tions by American business firms has in- 
creased by over $4 billion in the past 
three years, according to the U. S. Com- 
merce Department, which also indicates 
that about one half of the business invest- 
ment abroad since World War II has 
come out of the earnings of the foreign 
subsidiary companies. 

More than $16 billion is invested in 
branches and subsidiary companies in for- 
eign countries, with Canada being the 
country in which most United States in- 
vestments have been made. The Canadian 
total at the time of the Commerce Depart- 
ment’s study, was $4.6 billion. In addition 
to Canadian investments, American busi- 
ness firms had $5.8 billion invested in 
Latin-American countries, $2.1 billion in 
Western Europe, and all other areas, $2.3 
billion. 


1953 

Manufacturing 

Mining 

Railroad 

Transportation other than rail 
Public utilities 

Commercial and other 


Manufacturing 

Mining 

Railroad 

Transportation other than rail 
Public utilities 

Commercial and other 


March 


Marketing Chart 


The 1954 edition of the ‘Basic Market- 
ing Chart of the U.S.”’ has just been pub- 
lished by the Research Company of Amer- 
ica, 570 Fifth Avenue, New York 36, 
N. Y. Based largely on data for 1953, the 
40 columns of the chart provide basic 
facts on such vital marketing questions as: 

How has the population shifted? 

W hat changes have occurred in Ameri- 
can income? 

How much life insurance did Ameri- 
cans buy? 

W hat is the effective buying income? 


Also included in the charts on manufac- 
turing statistics are the number of em- 
ployes, earnings, and value added by man- 
ufacture. Single copies of the chart are 
$2.50 with quantity discounts available. 


Business Spending 


Businessmen will continue to cut their 
outlays for new plant and equipment 
through the third quarter of this year, ac- 
cording to a survey of the Commerce De- 
partment and the Securities and Exchange 
Commission. Survey shows that plant and 
equipment outlays at annual rates will hit 
$26.9 billion for the second quarter and 
will drop to $26.8 billion for the July- 
September quarter. The first quarter rate 
is $27.5 billion. These rates are all below 
similar quarters for 1953. 

In a brief analysis of capital outlays the 
two agencies said, “the moderate decline” 
in spending centers primarily in the man- 
ufacturing and transportation industries. 
Expenditures on new plant and equipment 
by U.S. business quarterly, 1953-54, sea- 
sonally adjusted at annual rates (billions 
of dollars) are as follows: 


July- 
Se pt. 
12.30 
1.06 
1.30 
1.59 
4.72 
7.94 


Oct.- 

Dec. 

12.22 
1.10 
1.26 
1.52 
4.46 
8.00 


28.56 


April- 
]une 
12.26 
93 
1.34 
1.38 
4.64 
7.92 


28.48 


Jan.- 


28.92 
April- 
June 
11.42 
98 
.86 
1.27 
4.44 
7.98 


July- 
Sept. 
11.02 
1.04 
70 
1.30 
4.53 
8.20 


Jan.- 
March 
11.87 
95 
1.06 
1.47 
4,29 


26.79 
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This Time-Cost Study 
May Greatly Reduce 
Your Mailing Expenses 


Let us make a personal analysis 
of your mailing procedure, show 
you the facts and figures of 
mechanization as they apply to 
your requirements. Use coupon. 
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Mailing Machine. 
(J We would like an analysis and proposal 
pertaining to our mass mailing require- 
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One Tax Dollar Saved Can Equal $40 Sales 
for Small Company Owners, Expert Advises 


If the owners of a small business earn- 
ing five per cent on sales can shift part 
of their company’s profits from ‘‘before 
taxes” to “net after taxes,” every dollar 
of the resulting tax savings will be 
equivalent to $20 in added sales. Further- 
more, according to Paul E. Orr, Jr., pres- 
ident of Management Planning, Inc., 
Princeton, N. J., if the owners are in an 
average 50 per cent tax bracket, this means 
that every dollar of taxes saved for them 
through proper tax planning is equiva- 
lent to $40 of increased sales. 

Speaking at a monthly meeting of the 


Young Presidents’ Organization, Philadel- 


phia Chapter, Mr. Orr explained, ‘‘The 
real payoff is in the dollars that are left 


| over after all expenses and taxes have been 


paid. These dollars are far more valuable 


| than sales dollars because they have al- 


ready been through the tax wringer. They 


| are 100-cent dollars. 


“The smaller business faces certain tax 


| problems that the large company does 


not have to consider,’ the speaker con- 


| tinued. “For example, the stockholder in 


a publicly owned company knows from 
day to day the value of his stock for taxes 


and other purposes. The stockholder in 


a closely owned company is faced with 
uncertainty on this point, and litigation 
is the rule rather than the exception with 
the tax authorities on transactions involv- 
ing closely owned stock. If a closely 
owned company is prosperous and builds 
up resources, it faces the possibility of a 
penalty surtax unless it can justify reten- 
tion of these earnings. The large company 
has to give little of no consideration to 
this penalty tax. 

“Proper tax planning assumes major 
importance in the case of closely owned 


companies, not only because growth is 
largely determined by the amount of net 
earnings after taxes that can be kept in 
the business, but also because taxes have 
a tremendous leverage effect on the net 
profits of such a business and on the per- 
sonal wealth of its owners.” 

In a typical closely owned business, 
Mr. Orr pointed out, the problems of the 
company and the individual problems of 
the owners are inextricably tied together. 
“Usually the business interest is the ma- 
jor item in the owner's personal estate,” 
he observed. “It must therefore be related 
directly to whatever personal plans he has 
in mind for himself and his family. In 
fact, one of the most serious tax problems 
facing the closely owned company is the 
value of its stock for gift and estate tax 
purposes. 

“The common practice in the past has 
been for stockholders in such a company 
to wait until taxable transactions have oc- 
curred and then argue with the Govern- 
ment as to the fair market value of their 
stock, with resulting needless expense, 
litigation and uncertainty. This is giving 
way to a different approach—taking steps 
in advance to control such situations. It 
is possible to establish the value of closely 
held stock so as to prevent litigation and 
prevent unreasonably high taxes. 

“An essential tool in this advance plan- 
ning is a scientific valuation of the com- 
pany and its stock. The valuation is kept 
up to date periodically and used in all 
transactions involving the stock. Another 
advantage of this method is that it gives 
the owner of unlisted stocks a substitute 
for the market quotations on publicly 
owned corporations which are published in 
the newspapers for shareholders to read.” 


Output Upturn Seen After '56 


An upturn in industrial production was 
forecast for sometime after 1956, in an 


| address delivered by Dr. C. F. Roos, presi- 


dent, the Econometric Institute, at the re- 
cent convention of the National Associa- 


| tion of Waste Material Dealers, Inc. 


Dr. Roos said, “Total industrial pro- 


| duction, which averaged an all-time high 
| of 134 in 1953, will 
| about 125 in 1955 and 120 in 1956. The 
| trend is then expected to turn upward.” 


probably average 


Low point in production of consumers’ 


| durable goods was foreseen for next year 


as 35 to 40 per cent below the 1953 all- 


| time high. 


“Household formation has been declin- 
ing since 1949 and is likely to decline fur- 


| ther,” Dr. Roos said. “Deferred demand 


created during World War II has been sat- 


| isfied: consumers’ stocks of durables are 


relatively new; credit conditions may be 
about as easy as they can be made with any 
reasonable degree of safety; and wage 
costs and hence prices are nearly frozen at 
current levels.” 

The production of capital goods, he 
added, will depend on demand for con- 
sumers’ goods and the spread between to- 
tal industrial production and the total 
capacity to produce these goods. He added 
that short-term factors, such as corporate 
profits, interest rates and prices, would 
also influence decisions to modernize plant 
and equipment. 

Capital goods expenditures, he noted, 
have not been so far above normal as be- 
lieved. He said the rate of discard of old 
equipment increased 40 per cent in 1951- 
53, so that “overproduction” of capital 
goods amounted to about 8 per cent. 
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Federal Cash Budget in Balance 


During the 12 months ended June 30, 
1954, the Federal Government managed 
its fiscal operation so that they had no 
inflationary or deflationary effect, accord- 
ing to a recent analysis of the Govern- 
ment’s “cash” budget operations during 
the first fiscal year under the Eisenhower 
administration. Treasury figures reveal 
that the cash budget was almost exactly in 
balance. 

The cash budget, which includes only 
cash transactions by the Government with 
the public, is distinct from the budget as 
ordinarily described. It is generally con- 
sidered by economists as the best measure 
of the impact of the Government's outgo 
and intake on the economy; a deficit in the 
cash budget providing an inflationary ef- 
fect and vice versa. Included in the cash 
budget are various Social Security transac- 
tions left out of the ordinary budget. It 
omits certain payments by one segment 
of the Government to another which are 
included in the regular budget. 

The cash budget shows a smaller defi- 
cit, it was pointed out, than the ordinary 
budget, chiefly because the Social Security 
trust funds—covering old-age insurance 
and unemployment insurance—take in 
more money than they pay out. They are 
omitted from the regular budget. The 
cash budget also omits, as expenditures, 
the accrual of interest on savings bonds 
and the payment of interest to the gov- 
ernment trust funds, because neither of 
these results in direct cash payments to the 
public. The cash budget deficit of $152 
million for the fiscal year recently ended is 
considered nominal, and indicates, ac- 
cording to observers, that the deficit in 
the regular budget, as forecast early in 
1954, will be around $3 billion. 


Higher Dividend 
Payments Seen 


The corporations of the country will pay 
increased dividends during 1954 in spite 
of a moderate decline in net earnings, ac- 
cording ‘to the National Securities & Re- 
search Corporation, which expects a de- 
cline in net earnings after taxes to about 
$19 billion for 1954 from $20 billion last 
year. 

They expect, however, total dividend 
payments to rise to $9.6 billion from an 
estimated payout of $9.5 billion in 1953, 
pointing out that this year’s figure will 
represent only about 50 per cent of esti- 
mated net earnings for the coming year. 
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Horton Insurance Analysis Service 
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How XEROGRAPHY >»... 


cuts duplicating costs °6,000 a year 









COMPARATIVE DUPLICATING COSTS 
AT NATIONAL GYPSUM CO. 


for National Gypsum Company... 
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SPEEDS PAPERWORK 


National Gypsum Company, manufacturers of the well known Gold Bond 


building materials, cuts duplicating costs $6,000 a year. Production of a wide 


variety of paperwork is speeded by using paper masters prepared by xerography, 


instead of metal plates. Seventeen copies of a 96-page government report were 


completed in 8 hours. 


Office forms, sales engineering drawings, laboratory tests, government reports, 


product specifications, are copied onto paper masters 


in 3 minutes by xerography for run off of multiple 
copies on an offset duplicator. Xerography is economi- 


cal for runs of 10 or 10,000. 


Original copy can be enlarged, reduced or repro- 
duced same size by xerography in XeroX® Lith-Master* 
copying equipment which an office girl can operate. 
Masters can be made from one or both sides of original 


material. 


For use in diazo type machines, translucent inter- 
mediates can be made from any original subject in the 


same spec dy way. 


There is no limit to the versatility of the dry, electro- 


static, direct positive xerography process in 
duplicating applications. 


*A TRADEMARK OF THE HALOID COMPANY 


SOME USERS IN 
DIFFERENT FIELDS 
AUTOMOTIVE 

Ford Motor Company 
EDUCATION 


University of Nebraska 


GOVERNMENT 
Federal, State, City 


INSURANCE 
Hardware Mutuals 
MANUFACTURERS 
paperwork Wallace Barnes Company 
TRANSPORTATION 
Braniff Airways 


Write for proof of performance folders showing how National 
Gypsum Company and companies of all kinds, large and small, are 


cutting duplicating costs and speeding 


THE HALOID COMPANY 
54-84X HALOID STREET, ROCHESTER 3, NEW YORK 
Branch Offices in Principal U.S. Cities and Toronto 





paperwork with xerography. 




























Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


RETIREMENTS . . . 


John S$. Learoyd (#1208-1938), secretary and 
assistant treasurer of Sylvania Electric Prod- 
ucts, Inc., New York, retired on August 1 
after 38 year of service with the company. 

. Harry Jeffs (#2597-1943), assistant treas- 
urer of the Long Island Lighting Company, 
Mineola, N. Y., retired on July 1. Mr. Jeffs 
started as a bookkeeper with LILCO’s former 
subsidiary, the Queens Borough Gas and 
Electric Company, on March 27, 1912. He 
was a pioneer in the adoption of mechanical 
methods of customer accounting. Always 
progressive and looking for more efficient 
systems, he introduced the use of the ad- 
dressograph, Burroughs bookkeeping and 
metered mail. He occupied many important 
positions in the various accounting commit- 
tees of the American Gas Association and 
the Edison Electric Institute. 


ADDITIONAL DUTIES FOR... 


Lawrence G. Regner (#958-1937), secretary, 
Briggs & Stratton Corporation, Milwaukee, 
Wis., now secretary and treasurer. . . . James 
F. Toole (#3493-1945), vice president and treas- 
urer, Sperry Gyroscope Company Division, The 
Sperry Corporation, Great Neck, N. Y., has 
been made a member of the Bank of the Man- 
hattan Company's Queens Committee. .. . 

George T. Pfifer (#6318-1954), controller, 
National Can Corp., Chicago, Ill., now con- 
troller and treasurer. . . . William B. Peters 
(#3356-1944), secretary since 1944 of J. I. 
Case Co., Racine, Wisconsin, is now secretary- 
treasurer, succeeding the late William E. Ander- 
son. Mr. Peters entered the Case accounting de- 
partment in 1915. 

K. Y. Siddall (#1246-1938), comptroller, 
Procter & Gamble Company, Cincinnati, 
Ohio, is now vice president and comptroller. 
Mr. Siddall served as national president of 
Controllers Institute, 1948-1949, and as a 
trustee of Controllership Foundation, 1952- 


1954. He is currently a member of the Ad- 
visory Council of the Institute. . . . How- 
ard W. Horne (#5087-1951), for the past five 
years controller, Kresge-Newark, Newark, 
N. J., is now controller and treasurer. .. . 
Raymond F. Kopp (#2043-1941), controller, 
Foster Wheeler Corporation, New York, is 
now chief financial officer and controller of 
the company. 


NEW VICE PRESIDENTS .. . 


Milton M. Fritch (#1784-1940), controller, 
Mangel Stores, Inc., New York. Mr. Fritch, 
formerly controller of Saks-Fifth Avenue, 
New York, is a past president of Control- 
lers Congress of the NRDGA.. . . George 
W. Schwarz (#1268-1938), vice president and 
treasurer of Wyandotte Chemicals Corpora- 
tion, Wyandotte, Michigan, has been made 
vice president in charge of a group of Wyan- 
dotte operating and staff activities embracing 


MR. SCHWARZ 


all purchasing, transportation and _ traffic 
functions and nonchemical product sales. Mr. 
Schwarz is newly elected chairman of the 
Board of Directors of Controllers Institute 
of America, effective September 1, having 
just served a year as national president of 
the organization. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your October issue, we should be notified of your new ad- 
dress before September 1. Be sure to include your postal 
zone as well as your old and new address. 


MR. SIDDALL 


PROMOTIONS ... 


Raymond H. Crawford (#5745-1952), comp- 
troller, George Muehlebach Brewing Com- 
pany, Kansas City, Mo., is now treasurer. 
... Elmer F. Dow (#3768-1946), assistant treas- 
urer and assistant controller, International 
Silver Company, Meriden, Connecticut, was 
recently elected controller of the company. 
Mr. Dow is vice president of the Hartford 
Control of Controllers Institute of America, 
1954-55, following his term as secretary, 
1953-54, 

Marcel F. Bachner, formerly vice president 
and treasurer, Chicago Molded Products 
Corporation, Chicago, Ill., is now president 
and treasurer. . . . Clinton C. Fuller (#3138- 
1944), treasurer and assistant secretary, Amer- 
ican Blower Corp., Dearborn, Michigan, sub- 
sidiary of American Radiator and Standard 
Sanitary Corporation, is now vice president 
and treasurer. ... Daniel A. Brophy (#2413- 
1943), Elgin National Watch Company, EI- 
gin, Ill., who retired from the office of comp- 
troller because of illness but who retains his 
connection with the company as consultant 
to management, has been succeeded as comp- 
troller by R. V. Sund (#6353-1954). 

Col. E. P. Hardenbergh (#2573-1943), Comp- 
troller of the Army’s office, Washington, D. C., 
is now a brigadier general. . . . Edward W. 
Heller (#5078-1951), assistant comptroller, Bel- 
knap Hardware & Manufacturing Company, 
Louisville, Kentucky, is now secretary... . 
Sidney J. Stacey (#3991-1947), comptroller, 
California Texas Oil Company Ltd., New York, 
is now assistant to the president. . . . Charles 
C. Hammer (#4900-1950), director of financial 
planning for the Standard Products Company, 
Cleveland, Ohio, now treasurer. Mr. Hammer 
was previously controller of Textron, Inc., 
and also was budget director of Sharpe & 
Dohme. 


MR. HAMMER 


SPEAKERS .. . 

Edward F. Lyle (#1401-1939), vice president 
and comptroller, City National Bank and 
Trust Company, Kansas City, Mo., will ad- 
dress the delegates attending the 30th An- 
nual Convention of the National Association 
of Bank Auditors and Comptrollers at their 
meeting to be held in San Francisco, October 
18-21. . . . Howard A. Leif (#5663-1952), con- 
troller, Bank of America, N.T. & S.A., San 
Francisco, will act as program chairman for 
the same convention. 

Charles Agemian (#6321-1954), vice presi- 
dent and comptroller, Bank of the Manhattan 
Company, New York, recently addressed the 
Bank Management Clinic of the Kansas 
Bankers Association. Mr. Agemian spoke 
about internal control, with specific refer- 
ence to preventing peculations. His paper 
was published in the American Banker. . . . 
Cecil D. Marshall (#4604-1949), controller, 
Eagle Pencil Company, New York, and a 
past president of the New York Chapter of 
the National Association of Cost Account- 
ants, on June 25 addressed the Smaller Busi- 
ness Conference, sponsored by the National 
Industrial Conference Board, Inc., in New 
York, on “Controlling Inventories—Raw Ma- 
terials.” 
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MR. SCOTT 


NEWLY CREATED OFFICES... 

Philip W. Scott (#1740-1940) was recently 
appointed to the newly created position of 
director of Business Development of Borg- 
Warner Corporation, Chicago, Ill. Mr. Scott 
will be a member of the Research Policy 
and Planning Committee. Prior to. joining 
Borg-Warner he had been vice president, sec- 
retary and treasurer of Affiliated Gas Equip- 
ment, Inc., Cleveland, Ohio. He is a past 
national director of Controllers Institute of 
America, a past director of the Treasurers 
Club of Cleveland, and a member of the Ohio 
Bar association. 


NEW CONNECTIONS... 

Emery E. Allain (#5826-1953), treasurer-con- 
troller, Royal Lace Paper Works, Inc., Brooklyn, 
N. Y., has joined the Great Northern Paper 
Company, Millinocket, Maine, as accountant. 
.. . S. E. Meek (#5538-1952) is now secretary- 
treasurer, City of Paris, San Francisco, Calif. 

. . Walter A. Smith (#2946-1944), formerly 
general controller, Appliance and Electronics 
Division, AVCO Manufacturing Corporation, 
Cincinnati, Ohio, is now controller of Formica 
Company of the same city. Mr. Smith was re- 


cently elected president of the Cincinnati Con- . 


trol of Controllers Institute for the 1954-1955 
term. 

Junius H. Cooper (#4826-1950), formerly 
vice president Finance, Delta-C&S Air Lines, 
Atlanta, Ga., has joined Vitro Corporation 
of America, New York, as assistant treasurer 
and assistant controller. Mr. Cooper served 
as president of the Memphis Control, 1952- 
1953, when he was affiliated with Chicago & 
Southern Air Lines, Inc., Memphis, as vice 
president-finance. 

Thomas H. Carroll (#4207-1947), former dean 
of the School of Business Administration and 
professor of Business Administration, Uni- 
versity of North Carolina, Chapel Hill, N. C., 
is now vice president of the Ford Founda- 
tion, New York. In August 1953 Mr. Carroll 
was appointed director of the Ford Founda- 
tion's Program in Economic Development 
and Administration and in November of that 
year he was appointed an associate director 
of the Foundation. 


HONORS TO... 

George W. Rooney (#1936-1941), executive 
vice president-accounting, United States Steel 
Corporation, Pittsburgh, Pa., who was ap- 
pointed to fill vacancy on the Urban Redevelop- 
ment Authority. ...C. Herbert Bradshaw, 
general credit manager of Bausch & Lomb 
Optical Company, Rochester, New York, has 
been elected president of the National Asso- 
ciation of Credit Men. Previously, he had 
served as a national director, and as vice 
president of the Eastern Division of N.A.C.M. 

Maynard F. Carter (#1017-1937), comptrol- 
ler, secretary and a director of Worcester 
Pressed Steel Company, Worcester, Mass., 
and Donald M. Magor (#869-1936), vice presi- 
dent and controller of York Corporation, 
York, Pa., were elected vice presidents of 
the NACA at their 35th annual international 
cost conference. 
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MR. COOPER 


MR. BRADSHAW 


Cecil D. Marshall (#4604-1949), controller, 
Eagle Pencil Company, New York, and 
George J. Wachholz (#5168-1951), assistant 
controller, Minnesota Mining and Manufac- 
turing Co., St. Paul, Minn., were elected to 
the NACA Board of Directors for two-year 
terms. 

Gordon G. Hoit (#3429-1945), executive 
vice president, Stromberg-Carlson Company, 
Rochester, N. Y., was recently elected a vice 
president of the AMA’s finance division for 
the 1954-1955 term. 

J. E. M. Brown (#484-1935), who is taking a 
major part in the installation of a new system 
of industrial cost accounting at the Naval 
Gun Factory (see THE CONTROLLER, June 
1954, page 284) Washington, D. C., has been 
elected president of the Washington Chapter, 
NACA. Mr. Brown is head of the ordnance sec- 
tion, Industrial Systems Branch, Office of the 
Comptroller of the Navy. 


EXTRACURRICULAR ACTIVITY . . . 


Louis J. Schuster, Jr. (#3065-1944), assistant 
treasurer and assistant secretary of Chase 
Brass & Copper, Inc., Waterbury, Conn., has 
been appointed general chairman of the 1955 
Federated Funds Campaign to be conducted 
in the Fal! by more than 3,000 volunteers in 
the Waterbury area. . . . Wayne Irwin (#3164- 
1944), vice president and comptroller, Pull- 
man Company, Chicago served as co-chairman 
with Ellard Pfaelzer, vice president of Pfael- 
zer Brothers, Inc., of the 1954 Community 
Fund (industry division), Chicago. 


Obitua ry 


HENRY E. HANSEN, assistant comptroller of 
the United States Lines Company, New York, 
died on July 10, 1954 at the age of 64. 


FERDINAND W. LAFRENTZ, 95, chairman of 
the Board of the American Surety Co. of New 
York and senior partner in the accounting firm 
of F. W. Lafrentz & Co., died on July 15, 1954. 

Mr. Lafrentz joined American Surety Co. in 
1893 and became controller in 1900. He was 
named president in 1912 and chairman of the 
Board in 1926. A certified public accountant 
(New York) since 1896, he had established 
his public accounting firm in New York in 
1899. He formerly was president of the Amer- 
ican Association of Public Accountants, and of 
the board of examiners of Certified Public Ac- 
countants of New York State. 

In 1888, Mr. Lafrentz had been elected to 
the Wyoming Territorial Legislature, where he 
introduced the resolution successfully petition- 
ing for statehood for Wyoming. 

Last November 1, Mr. Lafrentz was guest of 
honor at a reception and dinner at the Waldorf- 
Astoria, marking his 60th anniversary with the 
American Surety Co. He received a gold medal- 
lion from officers and employes of the company. 
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LITHOFOLD STANDARD OF 
QUALITY 


Every minute detail from planning to 
the finished form, is vigilantly ‘Moth- 
ered’ when American Lithofold is 
handling YOUR order. 

The finest raw materials, PLUS the su- 
perb craftsmanship and Job-Knowledge 
of our Plant personnel go into each 
order being processed. 

YOUR form is machine-tested to assure 
WORKABILITY, ACCURACY and con- 
sistently excellent performance on all 
fully automatic machines. 

And a sharp eye is kept on DELIVERY 
promises too. Our pride in product- 
quality is only equalled by our pride 
in Service. So we can honestly say that 
we do "Make Haste Carefully." 

You get the BEST . . . the FASTEST, 
when you order your business forms 
from American Lithofold. 


LITHOSTRIP 


The Most efficient 
continuous form ever 
devised. Carbon- 
leaved, it fits type- 
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automatic machines 
such as, teletypes 
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LITHOFOLD 


For large volume 
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machines. Ideal, 
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as bills of lading) 
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LITHOSET 


Carbon leaved. Easy 
to insert, easy to de- 
leave. Available in 
all sizes, pre-punched 
to planned" specifi- 
cations. 





We have several NEW products that 
will insure NEW procedure econo- 
mies in your operation. . . ‘Secret 
Spot" .. "Eazy Read" and "'Lith- 
stik''. Write for samples or ask our 
Representative about them. 











TEST THEM YOURSELF 
WRITE FOR FREE SAMPLES 


AMERICAN 
LITHOFOLD 
CORPORATION 


ER ST T. LOUIS 15, MO 





* OPPORTUNITIES «ff 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the | 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE COoN- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





HELP WANTED 





CONTROLLER 
For large regional supermarket 
Southwest. Experience in similar capacity es- 
sential. Under 45 age limit. Salary open. Re- 
ply stating age, education and experience. 
Box 2129. 


chain in 





SITUATIONS WANTED 





TREASURER-CONTROLLER 
Six years’ top management with heavy ex- 
perience in accounting, budgets, controls, fi- 
nance and top-level planning. CPA and col- 
lege graduate. Age 35, married with family 
Salary $12,000-$15,000. Prefer West Coast. 
Box 2128. 


FINANCIAL EXECUTIVE—CPA 
Heavy experience to handle your every con- 
trol and financial need. Young enough to be 
flexible; old enough to exercise mature 
judgment. Box 2130. 


CHALLENGING OPPORTUNITY 
desired by CPA heavily experienced in ac- 
counting, reports, systems, budgets, taxes, 
control and leadership. Will relocate for the 
right executive position. Box 2131. 


EXPERIENCED 
SECRETARY-TREASURER 


age 44, member Controllers Institute, pres- 
ently earning $15,000.00 to $18,000.00 annu- 
ally in California, desires to relocate in south- 
ern California or San Francisco Bay area. 
Salary requirement is secondary to desirable 
position and opportunity. Would also con- 
sider foreign assignment. Box 2132. 


ASSISTANT CONTROLLER 
Seeking position as assistant controller or as- 
sistant budget director. Twenty-eight years of 
age, with six years’ diversified general business 
experience. B.S. in economics and Master's de- 
gree in accounting. Desires position which offers 
a future. Salary is secondary. Box 2133. 





NOTE: THE CONTROLLER reserves the right to ae- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold, 








APPRAISALS 


NATIONAL ORGANIZATION GF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


6 CHURCH STREET 
NEW YORK, N. Y. 


ATLANTA 
CHICAGO 
ST. Louis 


BOSTON 
PHILADELPHIA 
PITTSBURGH 
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Better Management Controls Through 


Direct Costing 


(Continued from page 357) 


lationships and variances from planned 
costs. This data is shown not only for the 
company as a whole, but for each major 
neat division. 

Figure 4 shows a typical form of P & L 
statement for a basic cost application. 
While each such statement is designed to 
fit the individual needs of a company, this 
example illustrates the way this major con- 
trol information is shown by product 


dividing the operating profit by the profit 
contribution, e.g., 32,500 — 107,500 = 
30%. 

Business leaders all over the country 
are being converted to Basic Costs at a 
rapid rate. These converts are finding a 
new outlook on cost control. No longer 
do they concentrate on “‘post mortems.”’ 
Instead, they are learning to look ahead 
and plan for profits. Waste is prevented 


FIGURE 4 


XYZ COMPANY—PROFIT AND LOSS STATEMENT 
BY PRODUCT DIVISIONS 





TOTAL 


proouct "x" PRooUCT "“y" PROoUCT “z" 





NET SALES 390, 000 


200,000 40,000 





VARIABLE COST OF SALES AT STANDARD: 
MANUFACTURING LABOR & EXPENSE 


_125, 000 
oo 
30,000 


waTenvats 
SELLING EXPENSE 
[setting exre 


TOTAL VARIABLE COST AT STANDARD | 





PROFIT CONTRIBUTION AT STANDARD 105, 000 


285,000 | 


= SO, 800 » 
50,000 _ 
20, 000 

120, 800 _ 





125, 700 





79, 200 24, 300 





$ OF WET SALES (Std. P/V Ratio) 26.9 


VARIANCES ON VARIABLE COSTS:* 
LABOR & EXPENSE 
MATERIAL USAGE & SCRAP 
PURCHASE PRICE 

TOTAL VARIANCES ON VARIABLE COSTS | 














PROFIT CONTRIBUTION AT ACTUAL 


__ 39.6 





750 











$ OF WET SALES (Act. P/V Ratio) 








CONSTANT COSTS: 
BUDGETED AMOUNT 


LESS: VARIANCES ON CONSTANT COSTS” 
TOTAL CONSTANT COSTS 

















OPERATING PROFIT OR LOSS 














$ OF WET SALES 











*NOTE: Red indicates unfavorable variance from Budget 


() Indicates red figures 


divisions. The “P/V” ratio is shown both 
at standard and actual for the total com- 
pany and for each of the product divisions. 
Total constant costs are shown; both 
budgeted and actual. 

The break-even point for the company 
and for each product division can be read- 
ily determined by dividing the total con- 
stant costs by the actual “P/V” ratio; for 
example, 75,000 + .275 is 272,000. The 
margin of safety can be determined by 


Long-term Contracts No 


Long-term collective bargaining agree- 
ments have not proved to be the “Utopia 
that was dreamed of when the trend in that 
direction started several years ago,’ Camp- 
bell W. Elliott, director of Industrial Re- 


lations, Minneapolis-Moline Company, 
told the labor relations session at a Per- 
sonnel Conference of the A.M.A. recently. 

From management's viewpoint, at least, 
contracts running for two years or more 
without formal re-opening provisions have 
not, he said, removed the fear or possi- 
bility of strikes. 

In many instances, Mr. Elliott declared, 


Standards 


because each member of the management 
team, from the president to the lowest 
foreman, is watching his own contribution 
to the master profit plan. Emphasis on 
“pinch-penny’’ economy has given way to 
encouragement of increased expenditures 
for wise expansion programs, plant mod- 
ernization and product development. The 
result is bigger and better profits! 

Basic Cost accounting is the “latest 
model’’ for modern scientific management. 


Utopia 

employe-employer relations have deterio- 
rated under long-term agreements, partly 
because of “the unwillingness on the part 
of some employers to voluntarily make 
changes urged and, more bluntly, de- 
manded by some unions because they are 
not satisfied with this, that, or the other 
aspect of the agreement. . . . Employers 
have taken the naive position that a ‘living 
document’ is a document to be lived with 
and lived by and not one that, as has been 
suggested by many unions, should have 
major surgery performed on it periodically 
to keep it alive.” 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office °* 


71 Branches in Greater New York 


55 WALL STREET + New York 


57 Branches Overseas 





Statement of Condition as of June 30, 1954 





Cash, Gold and Due from Banks 

United States Government Obligations 

Obligations of Other Federal Agencies........ 

State and Municipal Securities 

OO ee eee eee ne eee 

Loans and Discounts 

Real Estate Loans and Securities............ 

Customers’ Liability for Acceptances......... 

Stock in Federal Reserve Bank.............. 

Ownership of International Banking 
Corporation 

I ooo S 6 ook ee eRe eee seew ss 

Other Assets 


Deposits 
Liability on Acceptances and Bills. . $66,511,778 
Less: Own Acceptances in Port- 


Due to Foreign Central Banks 
(In Foreign Currencies) 
Items in Transit with Branches 


Reserves for: 
Unearned Discount and Other Unearned 
Income 
Interest, Taxes, Other Accrued Expenses, etc. 
Dividend 


(7,500,000 Shares—$20 Par) 
200,000,000 


57,697,603 


$1,385,694,206 
1,602,710,324 
40,332,173 
575,223,849 
78,411,528 
2,202,228,486 
230,682 
27,838,032 
10,500,000 


7,000,000 
30,768,737 
5,706,940 





$5,966,644,957 
$5,455,443,656 
29,933,731 


11,349,000 
346,350 


22,573,793 
35,550,824 
3,750,000 


407,697,603 





$5,966,644,957 


Figures of Overseas Branches are as of June 25. 


$487,484,642 of United States Government Obligations and $12,852,700 of 
other assets are pledged to secure Public and Trust Deposits and for other 


purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





Affiliate of The National City Bank of New York for separate 


administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 


Capital Funds $32,439,461 





DIRECTORS 


HOWARD C. SHEPERD 
Chairman of the Board 


JAMES S. ROCKEFELLER 
President 


RICHARD S, PERKINS 
Vice-Chairman of the Board 


STANLEY C. ALLYN 
President, The National Cash 
Register Company 


SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 


CURTIS E. CALDER 
Chairman of the Executive 
Committee, Electric Bond and 
Share Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 

RALPH GWIN FOLLIS 
Chairman of the Board, Standard 
Oil Company of California 

ROY H. GLOVER 
Vice-President and General 
Counsel, Anaconda Copper 
Mining Corapany 

JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 

HARRY C. HAGERTY 
Financial Vice-President, 
Metropolitan Life Insurance 
Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

NATHAN C. LENFESTEY 
Executive Vice-President 
and Cashier 

KEITH S. McHUGH 
President, New York 
Telephone Company 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co., Incorporated 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 


BOYKIN C. WRIGHT 
Shearman & Sterling & Wright 
































Brown Shoe Company 


NATURALIZER + PEOWIN - 
ROBLEE - WESTPORT 


RISQUE + ROBIN HOOD 


BUSTER BROWN 
" FAMOUS FOR 50 YEARS 


““\falionals save us $60,000 a year...return 110% 
annually on our investment,” —srown stor company, si. ovis 


“One of America’s largest shoe manufacturers” 


“Our 24 National Accounting Ma- 
chines and 105 National Adding Ma- 
chines play a vital role in the operation 
of our expanding business. We use 
Nationals for payroll accounting, ac- 
counts payable, check and voucher 
writing, accounts receivable, general 
ledger, sales analysis and other ac- 
counting and figure work. 

“Nationals save us $60,000 a year, 
which repays us their total cost every 
11 months, an annual return of 110% 
on our investment. 


“While these savings are a major 
reason for our confidence in National 
equipment, many years of consistently 
good service have also contributed to 
our satisfaction. The versatility and 
simplicity of operation have enabled 
our main office to keep pace with the 
increasing complexity in accounting, 
and to meet the expanding needs of 
our growing factories, production and 
sales.” 


NRA do Treasurer 


In all sizes and kinds of business, Nationals 
pay for themselves out of the money they 
save, then continue savings as annual profit. 
National’s exclusive combination of features 
does up to % of the work automatically, and 
what machines do automatically operators 
can’t do wrong. Operators are happier, too, 
because their work is made easier. Your 
nearby National representative can show how 
you will SAVE with Nationals. 


[ *TRADE MARK REG, U.S. PAT OFF. 


SWational 
ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, payron 9, o#10 


949 OFFICES IN 94 COUNTRIES 





